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FOREWORD 


N AuGuUST 14, 1940, Senator Wagner introduced a bill (S. 4269) in a 
the U. S. Senate designed to extend to local and state employees the i 
benefits of the old-age and survivors’ section of the federal social security 
law. Members of the NEA Research Division immediately began studying affo 
the possible effects of Senator Wagner’s proposal. It was necessary first to dis 
cover exactly what parts of the social security law were to be amended. Next, 
someone had to explore the possible effects of the proposal in the light of the alt 
present status of the existing state and local teacher retirement systems. In the tire 
third place it was necessary to send a review of the situation to local and state voli 


. er ‘ —T , aie tion 
education associations affiliated with the National Education Association. : 


moy 
Within a few weeks 25,000 mimeographed bulletins and leaflets of informa wel 
tion were mailed to the officers of local and state teachers associations. Copies lish 


also were sent to state superintendents of public instruction and to the editors base 
of professional journals. The purposes of these circulars were to distribute the 7 
facts and to awaken teachers to the possible advantages and disadvantages of 
the proposed plan. The response from the field was immediate. Senator Wagner 
and other members of Congress received communications both approving and FIG 


disapproving the proposed bill. 


security meant the doom of existing public retirement systems. Executive officers 
| of the Association called this possibility to the attention of Senator Wagner. As 
| a result, on November 19, 1940, an amendment was added to S. 4269 specifically 


| 

| 

| 

Many of the teachers expressed a fear that the extension of federal social 


exempting from social security the employees of existing pension, relief, and 
retirement systems. S. 4269, however, died with the Seventy-Sixth Congress. 


At the time of publication of this bulletin the situation is one of considerable 
uncertainty. Several groups plan to introduce new bills into the Seventy-Seventh 
Congress which met for the first time on January 3, 1941. No one can say at 
this time exactly what these bills will provide. Meanwhile, in New York, Ohio, 
and Pennsylvania the teachers have definitely gone on record opposing social 
security for teachers. In Colorado and Oklahoma they have asked for social 
security. It is the duty of the Association to see to it that both groups are con 
tinuously informed as to what is taking place so that all points of view can be 


represented at the Congressional hearings. 


The aim of all of us working in the field of education—regardless of how we 
feel toward the social security law— is to advance the teacher retirement move- 
ment. This bulletin will provide useful information at this very critical period. 

Wicvarp E. Givens, Executive Secretary, 
| . ~ . . . 
National Education Association. 
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Introduction 


In 1900 the National Associa 
tion approved the following resolution: 


Educ ition 


Proper standards—both general and professional 
for entrance upon the work of instruction, security 
quate pensi 


ystem are indispensable if the schools are to at 


»f tenure, decent salaries, and an ads 


tract and to hold the service of the best men and 
women of the United 
afford to place its children in the care of none but 


States; and the nation can 
the best 


The turn of the century represented a period 
of changing ideas with regard to teacher re 
1869 


voluntary assurance and mutual-aid associa 


tirement. For about thirty years after 


tions had characterized the teacher protective 
movement. In the next twenty-five years there 
were a number of retirement systems estab 
lished under state laws 


based on sound insurance principles. ‘The past 


many of these not 


twenty years have been characterized by legisla 


FIGURE I. 


AND THOSE UNDER VARIOUS TYPES OF 


tion designe to unprove existin yst 
} 


eageere he ae 
O @stavdiisii ¢ 1¢ 


w plan upon a sound 
basis. 
Distribution of State and Local 
Retirement Systems 


[Today public school teachers are protected 


vy statewide retirement plans in twenty 

states and Hawaii, and by statewide pen i 
plans in four states. ‘hese states are listed on 
page O. In the first section of this bulletir 


charts and descriptive statements indicate w! 


of the joint-contributory systems are on a rt 


serve or on a cash disbursement basis 


In seventeen of these states with statewid« 
retirement or pension plans there are one « 
more local retirement systems. In nine other 
states and the District of Columbia there are 
also a number of local retirement plans. ‘Taken 
least 65 local 


veter 
syste 


altogether there are at 


PROPORTION OF TEACHERS WITHOUT OLD-AGE PROTECTION 


RETIREMENT PLANS 
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Statewide Teacher Retirement and 
Pension Systems 


Retirement systems 


Alabama 
Arkansas 
California 
Connecticut 
Florida 
Illinois 
Indiana 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Montana 


Nevada 

New Hampshire 
New Jersey 
New York 
North Dakota 
Ohio 
Pennsylvania 
South Dakota 
Texas 

Utah 
Vermont 
Virginia 
Washington 
Wisconsin 


Pension plans 


Arizona 
New Mexico 


Rhode Island 
West Virginia 


Local Teacher Retirement Systems 


State 
Alabama 
California 


Colorado 


Connecticut 


Delaware ; 
District of Columbia 
Georgia 


Illinois 


lowa 


Kansas 


Kentucky 


City or 
school district 
Montgomery 
Los Angeles 
San Diego 
San Francisco 
.Colorado Springs 
Denver 
Grand Junction 
Greeley 
Longmont 
Pueblo 
Hartford 
New Haven 
Wilmington 
Washington 
Atlanta 
Augusta 
Columbus 
Macon 
Chicago 
Cedar Rapids 
Davenport 
Des Moines 
Sioux City 
Kansas City 
Wichita 
First-class cities: 
Atchison, Fort 
Scott, Leaven- 
worth, Parsons, 
Topeka, Pitts- 
burg, Salina 
Bowling Green 
Frankfort 
Lexington 
Louisville 
Newport 


City or 


State school distr 
Louisiana New Orleans 
Maryland Baltimore 
Massachusetts Boston 
Michigan Detroit 
Minnesota Duluth 

Minneapolis 

St. Paul 
Mississippi Meridian 
Nebraska Grand Island 


Omaha 


Concord 
Manchester 


New Hampshire 


New York New York 
Oregon Portland 
Rhode Island... Bristol 


Newport 
Providence 
Chattanooga 
Knox County 
Knoxville 
Memphis 
Nashville 
Utah Salt Lake City 
Vermont : Rutland 


Tennessee 


Parkersburg 
Wheeling 


West Virginia 


Wisconsin Milwaukee 
Wyoming Laramie 


Of the sixty-five local retirement syste: 


fifty-two are joint contributory and thirtee: 
are pension plans. Employees contribute a pe: 


cent of their salary in forty-eight of the fift 
two joint-contributory plans; in two syste! 
the contribution is a flat amount which var 
with length of service. 

Thirty-nine local retirement systems ha 


been established in accordance with fifteen stat: 
permissive laws in thirteen states (in Kansas 
there are three laws). Sixteen local plans we: 


established by special legislation for individu 
cities or districts. Six other systems were p! 
vided by city charters and four by schoolboa 


resolutions. For further information as to t! 
legal details see “Analysis of Local Provisions 


for Teacher Retirement,” the May 1940 R 
search Bulletin. 


Points of View 


The National Council on Teacher Retir 


ment and the NEA Research Division h 


cooperated in producing a major portion of t! 


literature bearing on the subject of teache: 
tirement. From years of cooperative study 
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developed the following definition of a state 
eacher retirement system: “It is a businesslike 
plan, enacted into state law to improve schools 
by helping aged or disabled teachers to retire 


but assured, 


from active service with a modest, 
ncome for life.” 

It will be noticed that the essential element 
n the definition is the idea of “a door” o1 
rderly exit from the profession of teachers 
who are aged or disabled. Since the foregoing 
lefinition was developed the federal social 
security program was enacted. This law pro 
vides, first, old-age assistance for those who 
ire dependent. The states in administering 
this program in cooperation with the federal 
covernment require certain evidence of financial 
need. The assistance allowed is so low that it 
may be thought of as “the foundation” or 
minimum subsistence level. 

Under Title II of the social security law 
there is an old-age and survivors’ insurance 
program which is indirectly related to pay rolls. 
The details of this plan are discussed furthet 
in section IV of this bulletin. It is sufficient to 
say at this point that this phase of social se 
urity is spoken of as “a floor of security.” 

In brief then, the old-age assistance plan is 
a “minimum or foundation of subsistence” 


the old-age and survivors’ insurance program 


is “a floor of security”; and a sound retire- 
ment system is “a door or orderly release froin 
active service.” It is possible also to think of a 
personal thrift and insurance system in addi 
tion to these various public plans. While ideally 
each of these plans is a part of complete old 
age protection it must be recognized that most 
gainfully employed persons cannot make all of 
the premium payments which would be re 
quired. We are, however, in a transition period. 
Teachers generally have come to recognize the 
value of the “deor” or retirement plan; many 
individuals have their own personal insurance. 
The proposal to add social security or the 
“floor of security” has raised many questions. 
These are discussed further in section IV of 
this bulletin. 


How the Bulletin Is Organized 


rhe bulletin is arranged in four sections: 
the first deals with the financial structure of 


The line cuts or illustrations in section I may be borrowed by officers of state retirement systems and 
clations. Address communications to the Research Division, Natic 


* National Education Association, Committee on Retirement 
p. (Mimeo.) Also, National Education Association, Resear 
Research Bulletin 15: 89-152; May 1937 


& 


8 


state joint-contributory retirement systen 
ts are presented to show the 


} 


Tw enty three 


flow of money from sources, thru the various 

funds, to the beneficiaries.' Each chart has 

idjacent to i brief description of its struc 
+} 


ture. Preceding the charts is a summary of 


the legal provisions upon which the chart 
were designed. 

The second section is mainly tabular with a 
brief summary of the data on the fiscal status 
of teacher retirement, mutual benefit, and pen 
sion plans. The third section presents mem 
bership statistics. These data have been r 
ported in 1932 and 1937.? 

The fourth section of the bulletin describes 
the existing and proposed federal social security 
legislation in terms of its meaning to publi 
school teachers. In dealing with the federal 
Social Security Act an attempt is made t 
evaluate its effects objectively; it is not a brief 
for or against the extension of social securit 
to public employees. 

Most teacher retirement systems do not in 
Pe nn 
sylvania School Employees Retirement Systen 
and the Washington State Teachers Retir 


hy 


ment System include all school employees. ‘Ihe 


clude noncertificated employees. The 


retirement system in Hawaii includes all ter: 
torial employees. Noncertificated school en 
ployees are covered by a separate retirement 
in Ohio. In New York State non 


certificated employees are included in the stat 


system 
e 
employees retirement system. Several of the 
local 


ployees including teachers and noncertificated 


retirement systems cover all city em 
school employees. 

Unpublished figures of the Office of Edu 
cation indicate that there are between 250,000 
and 275,000 noncertificated school employees 
in the country. Of these less than one-third are 
covered by existing retirement systems, state 
or local. The extension of social security to 
public employees would therefore be relatively 
more beneficial to noncertificated school em- 
ployees as a group than to classroom teachers 
and administrators as a group. The present 
bulletin is devoted to the status of teacher re 
tirement and does not discuss the status of 


retirement for noncertificated émployees 


f ‘ i 2 
nal Education Association 

Allowances. Report. Washington, D. ( the A 

Division Teacher Retirement Systems and Social Se ws 








I. Financial Structure of State Joint-Contributory Teacher Retirement 
Systems 


This section of the bulletin is mainly pic- 
torial. First are summarized the legislative pro- 
visions covering the principal financial features 
of state joint-contributory teacher retirement 
systems. Next are twenty-three charts showing 
the flow of finances from sources thru the va- 
rious funds to the beneficiaries. Each chart is 
identified by the name of the retirement system 
and the date of enactment of the law, and is 
accompanied by a brief explanatory note. 

The preliminary summary deals with sources 
of funds, how they are collected, and where 
they are deposited. Similarities and variations 
among systems are pointed out in a general way. 
Specific provisions are described in connection 
with each chart. 


Members’ Contributions 


The thirty joint-contributory state teacher 
retirement systems may be classified into two 
groups on the basis of the provisions for mem- 
bers’ contributions: those setting a fixed percent 
of the member’s salary to be deducted for con- 
tribution to the fund, and those providing for 
a percent to be fixed by actuarial investigation. 
In the first group are Alabama (3% percent), 
Arkansas (4 percent), Connecticut (5 per- 
cent), Illinois (4 percent), Louisiana (4 per- 
cent), Maine (5 percent), Michigan (3 per- 
cent), Minnesota (5 percent), Montana (5 
percent), New York (4 percent), Ohio (4 
percent), Texas (5 percent), Virginia (1 per- 
cent), and Wisconsin (5 percent). New mem- 
bers in Nevada must pay 5 percent of their 
salaries but original members have an alterna- 
tive choice of paying $36 a year instead of the 
5 percent of salary. New members in California 
contribute 4 percent of their salaries ; members 
before 1935 may elect to pay this amount or 
may choose to pay only $24 a year. In Massa- 
chusetts, New Hampshire, and Vermont a per- 
cent of salary is deducted, the percent fixed by 
the board between 3 and 7 percent in Massa- 
chusetts ' and not more than 5 percent in New 
Hampshire and Vermont. (Membership and 
contributions are optional in New Hampshire 
and Vermont.) In North Dakota the percent 
varies with years of membership; in Kentucky, 
with age at time of joining the system. 





Those states providing for deduction of 
percent of salary to be fixed by actuarial invest 
gation are Florida, Hawaii, Maryland, New 
Jersey, Pennsylvania, South Dakota, Ut 
and Washington. In general, the proportion 
salary to be deducted is such as will pern 
the accumulation, before minimum retirement 
qualifications are met, of a sum sufficient 
pay the annuity provided by the system 

The Indiana system is the only one basi: 
members’ contributions on a flat rate; thes: 
rates vary with age of member at beginnii 
service. 

All the members’ 
posited in a single fund in most states but in 
few systems the member’s contribution is d 
vided between two accounts ; for example, som. 
California members elect to contribute to the 
Teachers’ Permanent Fund in addition to the 
Teachers’ Annuity Deposit Fund to which al 
members contribute. All Illinois teachers cor 
tribute to the Annuity Accumulation Fund fo: 
current service, but those claiming credit fo: 
service outside the system contribute also 
the Pension Payment Fund. New members and 
original members choosing plan 2 in Nevad 
contribute to the Members’ Savings Annuit 
Account; all original members contribute to th« 
Public School Teachers’ Permanent Fund 
That is to say, original members choosing pla: 
2 contribute to both funds, original members 
choosing plan 1 contribute only to the latte: 


contributions are d 


fund, and new members contribute only to the 


former fund. Washington teachers’ contribu 
tions are separated for retirement and disability 
benefits and those members paying for prior 
service credit make a contribution to a third 
fund, the Pension Fund, where the state’s cor 
tributions are also held. 


Contributions from Public Sources 


The public money contributed to these thirty 
joint-contributory teacher retirement systems 
comes from the state in most instances, but in 
Louisiana, New York, and Ohio local en 
ployers are charged with the public contribu 
tion due the retirement fund and usually the 
proper amount is deducted from moneys other- 
wise payable to the school district from the 


1 The rate fixed by the board in Massachusetts has been 5 percent each year since the system was established in 1914 
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state. In North Dakota, each county contrib 
utes 10 cents for each child of school age in the 
‘ounty. Both the state and local districts con 
ribute to the retirement system in California. 
In Pennsylvania one-half the state’s contribu 
tion is repaid to the state by local 
either directly or by withholding the amount 


districts 


from moneys otherwise payable to the districts. 

Most commonly the state’s contribution is 
included in the general appropriation act or is 
appropriated from the general funds of the 
state. In eight states the retirement laws set up 
a tax source; in California 5 percent of the 
taxes collected under the inheritance or trans 
fer tax laws of the state is earmarked for the 
retirement system. All returns from certain tax 
levies in Indiana are deposited for the retire- 
ment system. In Minnesota the state auditor 
secures the necessary funds by certificates of in 
debtedness which are covered in the next annual 
tax levy. That part of the amount needed for 
members of the retirement system employed in 
state institutions or in administration of public 
schools is levied on the state at large; the 
amount required for public school employees is 
levied on the property in that part of the state 
to which the retirement act applies (first-class 
cities having their own local retirement systems 
are excluded from the state system and there- 
fore do not bear the burden of the tax). Mon 
tana earmarked 21% percent of the gross re- 
ceipts from all sales of liquor at the state liquo1 
stores but amended the law at the next session 
to a state appropriation depending on individual 
legislatures. Nevada depends on an ad valorem 
tax of 15 mills on the hundred dollars of all 
taxable property in the state. Washington in its 
revised teacher retirement law made definite 
state appropriations for the first biennium and 
thereafter depends on legislative appropriations. 
Wisconsin gets state contributions partly from 
appropriations from the general funds of the 
state, partly from an income tax, and partly 
trom an income surtax. 

A fixed appropriation is set in the Michigan 
law and in Utah; Arkansas, Kentucky, New 
Hampshire, and Texas are required to match 
the members’ contributions. Minnesota matches 
the annuities based on members’ contributions, 
rather than matching the members’ contribu 
tions as is done in the four states just men- 
tioned. Since no reserves are built up during 
the teacher’s active service in Minnesota this 
system may be classified with other types of 
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disbursement plans in Connecticut, In 
diana, Maine, Mik 
Illinois and California are also partly on a cash 
basis. On the other hand, reserves 


cash 
Massachysetts, and 


disbursement 


are built up during the teacher’s active service 
in many states thru the accumulation of the 
deposits from public sources which have been 


fixed by actuarial investigation. Alabama, Flo: 
ida, Hawaii, Louisiana, Maryland, Montana 
New Jersey, New York, Ohio, Pennsylvania, 
Vermont, and Washington fall into this cl 
The reserve system reduces the probability of 
lowered state appropriation for current nee 

Several of the newer laws—Alabama, | 
ida, and Montana—have included the provision 
that in any year when the state makes no appro 
priation the members will not be required to 
make any contribution. 

In most states the contributions from pul 
sources are kept in funds separate from th 
tron 
general practice are found in Arkansas, Michi 
gan, Minnesota, New Hampshire, North Da 
kota, Utah, Vermont, and Virginia where ther 
retirement fund in which mem 


tributions members. Exceptions t lis 


is a single 
and public contributions are held. (Separate 


ledger accounts may be maintained but the 


statutory provisions are not specific to that 
effect. ) 
Wisconsin also deposits public funds and 


members’ contributions in one fund, the Retireé 


ment Deposit Fund, but has a Contingent Fund 
for payment on account of prior service credit 
In Nevada all contributions of original me: 
bers choosing plan | and part of the contribu 
tions of original members choosing plan 2 are 
held in the Public School Teachers’ Permanent 


! 


Fund where the state’s contributions are di 


posited. However, in all the other joint-con 
tributory state systems public funds are kept 
separate from the contributions of members at 
least until the time of a member’s retirement. 
In most reserve systems, money to pay an 
nuities and pensions is transferred at the time 
of a member’s retirement and is paid from an 
annuity reserve fund and a pension reserve 
fund, respectively. Thus at the time of retire 
ment, the membe r’s future payments in annu 
ties are set aside and kept separate from the 
general funds accumulating for the system. 
(Of course, in the cash disbursement systems 
no such reserve is set up during the teacher’s 
active Kentucky, Ohio, and 
provide for a single fund in which the reserves 


service. ) Texas 








for both annuities and pensions are segregated 
from the accumulated funds from members’ 
and employers’ contributions. Nevada follows 
a still different scheme. While Nevada and sev- 
eral other systems are unlike all others, the 
systems following cash disbursement plans and 
those having reserve plans are quite similar 
within each group. The reserve system, being 
more complicated than the cash disbursement 
system, is described in greater detail in the next 
paragraph. 

Most reserve systems require a normal and 
a deficiency contribution from public funds. 
The normal contribution is usually a uniform 
and constant percent of the earnable compensa- 
tion of the average new entrant which, if con- 
tributed on the basis of compensation of such 
contributor thruout his entire period of active 
service, will be sufficient to provide at the time 
of his retirement the total amount of his pen- 
sion reserve. The deficiency or accrued liability 
contribution is usually computed as a percent 
of the total compensation of all contributors 
during the preceding school year, which percent 
is equivalent to 4 percent of the amount of the 
total pension liability (on account of all con- 
tributors and beneficiaries) not dischargeable 
by the normal contribution. This deficiency 
contribution is provided to build up reserves 
for members who will retire before there has 
been time for contributions of the state by the 
normal contribution rate to have accumulated 
sufficient reserve. When the accumulated re- 
serve equals the value of the total liability of 
the fund less the value of the normal contribu- 
tion to be received on account of members who 
are then contributors (not yet retired), the 
deficiency contribution is to be discontinued. 
To date no reserve system has reached this 
point, but all provide that when the deficiency 
contribution is discontinued the normal con- 
tribution will be adjusted so as to be equal to 
a percent of the earnable salary of all contribu- 
tors computed as follows: the amount then in 
the pension fund to be subtracted from the total 
liabilities of this fund and the remainder di- 
vided by 1 percent of the present value of the 
prospective future salaries of all contributors 
as computed on the basis of mortality and serv- 
ice tables and interest. Florida, Hawaii, Lou- 
isiana, Maryland, Montana, New Jersey, New 
York, Ohio, Pennsylvania, and Washington 
follow this general plan for the normal and 
deficiency contributions to build up the neces- 


sary reserves. Ihe accounting system in Pe: 
sylvania is somewhat different from that of th, 
other systems named but the underlying pri: 
ciple remains the same. 


Pictorial Analysis 


Charts on the following pages show grap! 
ically the financial arrangement of twenty 
three systems. Those laws mentioning no sepa 
ration of funds are not charted (Arkan 
Michigan, Minnesota, North Dakota, Utal 
Vermont, and Virginia). Similarities among 
the systems which have been described may be 
seen by examination of the charts of the 5) 
tems concerned. California, Nevada, Pennsy! 
vania, Washington, and Wisconsin each con 
tain unusual features. 

These charts must be interpreted in the light 
of certain limitations: 

1. The date of the law as indicated in each stat 
is important in those charts which distinguish be 
tween members with credit for service prior to the 
date of establishment (sometimes called “present 


teachers”) and those who. enter the service and be 
come members after the system has been in opera 


tion (sometimes called “new entrants”). The date 
of establishment is the line of demarcation between 
members with and those without prior service 
credit. 

2. Expense funds are not included on the charts 


except in those systems wherein members pay at 
least part of the expenses, in addition to their nor 
mal contribution. Usually the state pays all expenses 
of administration and in such cases the expense fund 
is omitted from the chart. 

3. Members designated “teachers” on the charts 


include all school personnel defined as teachers in 
the individual retirement laws; for example, supe: 





visors, principals, and superintendents. Members 
designated “school employees” on the charts include 
noncertificated employees covered by the teachers 
retirement system. 


4. The lines on the charts are of uniform width 


altho obviously the flow of money represented is | 


greater in some directions than in others. The lines 
were made uniform since proportionate lines, equiva 
lent to the differences in flow of money, would be 
impractical and in many cases impossible to repro 
duce. 


5. “Retired teachers” include those retired for | 
superannuation or service and for disability in all 
systems. Only Washington maintains a disability 
retirement fund separate from the other moneys of 
the system. Only Alabama makes no provision for 
disability retirement. Wisconsin provides for two 


types of disability retirement. 
6. With each chart is a brief description of the 


legal provisions which the chart illustrates. In most 
systems the practice follows the law, but there are | 
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newer laws which have not yet been put 


veral 
ito full operation. For example, Montana has not 


had sufficient state appropriation to set up the re 


ve system called for in the law. Several of th: 


der systems, legally constructed for reserve type 


in, have had to go from reserve to cash disburs¢ 
ment type of plan on account of economic difficulties 
n getting adequate legislative appropriations. The 
lescription of each chart is based upon the legal 
ovisions regardless of actual practice of a tem 
rary nature. 


Alabama 


Each employer deducts from the salary of 
each member on each payroll 3'4 percent of 
such salary, and the aggregate is transmitted 
monthly, or at such time as the board of con 
trol designates, to the secretary-treasurer of 
the board of control who records same and 
transmits it to the state treasurer. The board 
f control is authorized to modify this method 
of collecting members’ contributions so as to 
have employers retain the amount of the de 
ductions from salaries and have the amount 
deducted from moneys otherwise payable to 
them. Members’ contributions are paid into 
the Annuity Savings Fund. 

No deductions may be made at any time the 
employer’s contribution is in default. At the 
time of retirement the accumulated contribu 
tions of the member are transferred from the 
Annuity Savings Fund to the Annuity Reserve 
Fund from which annuities are paid. The first 
$400,000 of any surplus over and above $750, 
000 in the state treasury is appropriated an 
nually for five years to constitute the Teachers’ 
Retirement Fund. 

Annually the board of control prepares and 
certifies to the state comptroller a statement 
of the amount to be contributed by employers 
to the Pension Accumulation Fund, the Pension 
Fund, and the Expense Fund. The state comp- 
troller sets the necessary amount in the state 
budget to be transferred from the ‘Teachers’ 
Retirement Fund to the custody of the board 
of control for the ensuing year, and transmits 
the amount to the state treasurer for use as 
designated in the retirement law. Employers’ 
contributions are paid into the Pension Accu 
mulation Fund in an amount determined by 
deducting from the total liabilities of that 
tund the amount of the funds in hand to the 
redit of that fund and dividing the remainder 
by 1 percent of the present value of the pros- 
pective future salaries of all members. This is 


the normal contribution. 


ri 
| 
t 


In the Pension Reserve Fund are held the 


reserves for pensions granted to members both 
' ' ; , 

with and without prior service credit. |] 

ployers pay also into the Pension Fund where 


ire held the 


to members with prior service credit wl 


reserves on all pensions 


are not provided from transfers to the Pens 
Reserve Fund 
When a men ber retires without prior sé 
ice credit, an amount equal to his pension 
reserve is transferred from the Pension Accu 
mulation Fund to the Pension Reserve Fund. 
If the member 


amount equal to 


has prior service credit an 
his accumulated contributions 
is also transferred, but this amount may not 
be greater than the reserve on his pension f 
membership service. 

When a member withdraws or dies before 
returned pri 
least 


retirement, his contributions are 


vided he has been a member at three 


vears. A 


accumulated in his account, varying from 7% 


certain part of interest which has 
to all, is also paid upon withdrawal after three 
years of membership service. If the member 
has not met this service requirement, his a 
+} 


ie 


cumulated contributions are transferred t 
expense Fund. 


California 


Each member is required to have deduct 
$24 a year for deposit in the Teachers’ Pern 
Fund. Members enrolled after Jul 


1935, and members enrolled prior thereto w 


nent 
so elect, are required to have deducted 4 percent 
from each salary payment. Of this amount $24 
is deposited in the Teachers’ Permanent Fund 
and the remainder in the Teachers’ Annuity 
The governing board of each 
the 
intendent of the total amount of these deduc 


Deposit Fund. 


school district “informs” county supe! 


tions and the county superintendent draws 


monthly requisitions against the respective 
school districts. "The amounts are set aside 
in the county treasury to the credit of th 


Teachers’ Permanent Fund and the Teachers’ 
Annuity Deposit Fund. Monthly or semiar 

nually, as the retirement board is authorized 
to determine, these credits are transferred to 
the retirement board by means of a warrant in 
favor of the retirement system made by the 
county superintendent against the county treas 
urer who completes the transfer of the moneys. 
The retirement board upon receipt of the mem 


bers’ contributions, as described, deposits the 
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FIGURE II. TEACHERS’ RETIREMENT SYSTEM OF ALABAMA 
(Law of 1939) 
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FIGURE III. CALIFORNIA STATE TEACHERS’ RETIREMENT SYSTEM 
(Law of 1913 as Amended) 
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FIGURE IV. CONNECTICUT TEACHERS’ RETIREMENT SYSTEM 
(Law of 1917 as Amended) 
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FIGURE V. TEACHERS’ RETIREMENT SYSTEM OF THE STATE 
(Law of 1939) 
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amount in the state treasury to the credit of 
the Teachers’ Permanent Fund and the Teach- 
ers’ Annuity Deposit Fund. 

The retirement board has the option of re- 
quiring payroll records and remittances cover- 
ing the members’ contributions to be made 
directly from the governing board, or county 
or city superintendent, in lieu of the above 
described method of payments thru the county 
treasury. 

The state contribution to the retirement sys- 
tem is made into the Teachers’ Permanent 
Fund and is based upon 5 percent of the taxes 
collected under the inheritance or transfer tax 
laws of the state. Such payments are made by 
the state controller annually. 

Each school district is required also to con- 
tribute on behalf of its employees who are mem- 
bers of the retirement system to the amount 
of $6 semiannually. The county superintendent 
certifies to the retirement board semiannually 
the number of members within each county 
by districts and the retirement board transmits 
said certificate to the state controller with a 
statement of the amount due the retirement 
system on this account. The state controller 
deducts from the apportionment of state funds 
payable to each county for the school districts 
therein a sum equal to $6 per retirement sys- 
tem member. This contribution is deposited also 
in the Teachers’ Permanent Fund. 

If a member withdraws or dies before re- 
tirement, refunds of his total contributions since 
July 1, 1935, are made from the Teachers’ 
Annuity Deposit Fund with interest and from 
the Teachers’ Permanent fund without inter- 
est. Warrants for these refunds are drawn on 
the Teachers’ Retirement Salary Fund; the 
respective amounts being first transferred from 
the Teachers’ Annuity Deposit Fund and the 
Teachers’ Permanent Fund. 

Upon retirement the member receives a re- 
tirement salary from the funds in the Teach- 
ers’ Permanent Fund, and members who en- 
rolled under the revised system (July 1, 1935) 
receive also an annuity based upon deposits they 
make into the Teachers’ Annuity Deposit Fund. 
The Teachers’ Retirement Salary Fund is a 
reservoir for mixing disbursements from the 
permanent and the annuity funds in order that 
one warrant may be drawn. Unlike many other 
systems, the reserves are not transferred to the 
Teachers’ Retirement Salary Fund at the time 
of the teacher’s retirement and held there for 


periodic disbursement; the funds to be 
bursed are transferred to this fund but o: 
at the time of disbursement. 


Connecticut 


‘ Five percent is deducted from each pay: 
on account of each member and is transmitted 
to the secretary of the retirement board by thx 
treasurer of each town, city, or district. The 
secretary of the retirement board pays thes 
collections monthly to the state treasurer wh 
is custodian of the retirement funds. Membe: 
contributions are held in the Annuity Fund 
and the annuities due retired members are pa 
able from this fund. 

The Pension Fund consists of the state’s co: 
tributions which are appropriated by the ge: 
eral assembly on biennial estimates submitted 
by the retirement board. Pensions are payabl 
from the Pension Fund. 

Funds from the state are not reserved durin; 
the teacher’s active life, but at the time of 
teacher’s retirement the money necessary 
pay the annuity is transferred to the Annuit 
Reserve Fund and the money to pay the pen 
sion is drawn from the state appropriation an 
credited to a pension reserve account. To this 
extent Connecticut is on a partial reserve basis 


Florida 


The proportion of salary deductible fro 
members is equal to that percent which, if di 
ducted from each payment of prospective ear! 
able annual compensation (up to $1200) pri 
to minimum service retirement age (60) and 
accumulated at regular interest until that ag: 
shall provide an annuity equal to 449 of th 
member’s average final compensation (for last 
10 years of service) multiplied by the numb: 
of years of membership service. These salar 
deductions as fixed by the actuary are trans 
mitted monthly to the secretary of the board 
of trustees who records and transfers them t 
the comptroller of the state who delivers then 
to the state treasurer. The state treasurer is 
made custodian of all retirement funds and th 
members’ contributions are deposited by him 
in the Annuity Savings Fund. 

The state’s deposits are made in the usual 


normal and deficiency contributions into the 


Pension Accumulation Fund. Annually on 


April 1 the board of trustees certifies to the 
comptroller the amounts which will be due 


and payable during the ensuing fiscal year and 
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the necessary amount is set aside from the Gen 
eral Revenue Fund. One quarter of the annual 
ymount is certified quarterly to the state comp- 
troller, who draws his warrant on the state 
treasurer, thereby causing the treasurer to 
transfer the amounts due. 

When a teacher retires the annuity from his 
own contributions is paid from the Annuity 
Reserve Fund, the total accumulations having 
been transferred to that fund from the Annuity 
Savings Fund at the time of his retirement. 
If the member has prior service credit his state 
pension is paid directly from the Pension Ac- 
cumulation Fund ; but if he has no prior service 
credit the reserves for his state pension are 
transferred to the Pension Reserve Fund from 
which fund the pensions are paid. 

The Florida Retirement Law provides that 
“the Board of Trustees may in its discretion 
transfer to and from the Pension Accumulation 
Fund the amount of any surplus or deficit 
which may develop in the reserve held in the 
Annuity Reserve Fund or the Pension Reserve 
Fund, as shown by actuarial valuation.”’ (Mon- 
tana has this provision also.) 

Another unusual provision in the Florida 
system is that no deduction may be made “from 
any member’s salary with respect to which the 
state’s contributions on his account are in de- 
fault.” (Alabama and Montana also have this 
provision. ) 


Hawaii” 


A proportion of each member’s salary is de- 
ducted, a percent which when deducted from 
each payment of prospective earnable annual 
compensation prior to attainment of age sixty, 
and accumulated at regular interest until that 
time, shall provide at that time an annuity equal 
to the pension to which the member shall be 
entitled on account of membership service. 
These deductions from the salary of each 
member in each payroll are paid by the head 
of each department to the board of trustees 
which deposits the aggregate in the Annuity 
Savings Fund. Contributions of the territory 
are paid annually to the Pension Accumulation 
Fund. On or before the first day of October 
in each second year the board of trustees cer- 
tifies to the governor of the territory the 
amount necessary to meet the public obligation 
to the retirement system. This payment con- 


2 Summary and chart not verified by the secretary of the retirer 


usual normal and deficiency con 


} i. 7 


tribution, the latter required to be at least 


sists of the 
3 percent greater than the preceding annua 
accrued liability payment. The total amount is 
included in the general appropriations bill t 
be presented to the legislature. The territor 

retirement system includes in its membershi; 
other territorial employees besides school em 
ployees. The amount of the legislative appro 
priation which is due and payable on account 
school employees iS 
charged to the School Fund and the remainde: 


of members who are 


is charged to the General Fund. 

When a teacher retires with prior servic« 
credit, his territorial pension is paid from the 
Pension Accumulation Fund directly; but if 
he has prior service credit an amount sufficient 
to cover his territorial pension is transferred 
from the Pension Accumulation Fund to the 
Pension Reserve Fund from which the pension 
is paid. ‘The annuity based upon his own con 
tributions is paid from the Annuity Reserv: 
Fund, the total accumulation of his contribu 
tions having been transferred to that fund fron 
the Annuity Savings Fund at the time of r 


tirement. 


Illinois 


Outside of Chicago 


Members of the Illinois retirement systen 
pay a normal contribution into the Annuity 


Accumulation Fund on the following basis: 


Annual salary rate Innual contribut 


Annual earnings less than 
$750 $30 per year 


Annual earnings $750 or 

more, but less than $2500. 4 percent of earnings 
Annual earnings $2500 or 

more $100 per year 


In addition, teachers claiming service credit 
for service in other systems are required to con 
tribute to the Illinois system what would have 
been contributed under either the old systen 
for prior service or the new plan for membe: 
ship service at the time the service was ren 
dered. Any such payments for additional prior 
service credit are credited to the Pension Pay 
ment Fund and payments for membership ser\ 
ice are credited into the Annuity Accumulation 
Fund. 

These salary deductions are retained by the 
local board from each payroll and paid semi 








FIGURE VI. EMPLOYEES’ RETIREMENT SYSTEM OF THE TERRITORY OF 


HAWAII 
(Law of 1925 as Amended ) 
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FIGURE VII. TEACHERS’ RETIREMENT SYSTEM OF THE STATE OF ILLINOIS 


(Law of 1939) 
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FIGURE VIII. INDIANA STATE TEACHERS’ RETIREMENT FUND 
(Law of 1915 as Amended ) 
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FIGURE IX. TEACHERS’ RETIREMENT SYSTEM OF THE STATE OF KENTUCKY 
(Law of 1940) 


TEACHERS 
KENTUCKY SAVINGS 
———_—_ 


FUND WITHDRAWN 





= 
| a Y 
~ TEACHERS . ~~" 
STATE OF g \ “ 





~——_— 
Asy Wu. &\ DECEASED 
\ VEatamec n't 


Ris sien 
; 
& 


so 
5 ) 





& 


== == =E ER EB EE EE 
KENTUCKY 





> 
] RETIRED 
== Em / 


A ‘4 [x 


== 
= 


_— 


RETURNS FROM rt STATE enum Wai. 
<a —|b |] ACCRAULATION | = TS 
ao/ Gan | en || j FUND ‘ S 
t 7 $ Poot’! 4 ‘ 


\ ALLOWANCE 
p: % GUARANTEE es 
“A SERVE 
tT FUND - 


INVESTMENTS AND 
OTHER SOURCES 








annually to the state treasurer thru the secre- 
tary of the retirement board. A copy of the re- 
port of salary deductions is made to the secre- 
tary of the retirement board and is sent also 
to the county superintendent who reports semi- 
annually to the board of trustees concerning 
the districts within his county. 

Beginning in 1940 the board of trustees cer- 
tifies annually to the state superintendent the 
amount necessary to cover the state’s obligation 
to the retirement system. The state superin- 
tendent includes this amount in his statement 
to the state auditor concerning the Common 
School Fund and the state auditor sets aside 
the necessary amount in apportioning the Com- 
mon School Fund. 

Except for the negligible amount of contri- 
butions by teachers for credit for service in 
other systems prior to July 1, 1939, all teachers’ 
contributions are credited to an Annuity Ac- 
cumulation Fund. This Annuity Accumulation 
Fund is also credited currently with the amount 
necessary to meet the cost of current service for 
benefits to be provided by the state together 
with regular interest for the year. Upon termi- 
nation of service, refunds and death benefits 
are charged directly to the Annuity Accumu- 
lation Fund, and the present value of annuities 
granted is credited to the Annuity Payment 
Fund and charged against the Annuity Accu- 
mulation Fund. All benefits for service after 
July !, 1939, whether arising out of teachers’ 
contributions or state contributions, are charged 
to the Annuity Payment Fund. 

All contributions of the state whether for 
current service or prior service are credited to 
the Pension Payment Fund. The current serv- 
ice requirement is currently transferred to the 
Annuity Accumulation Fund where adequate 
reserves are accumulated. The Pension Pay- 
ment Fund receives credit for any surpluses 
which might arise in either the Annuity Ac- 
cumulation Fund or the Annuity Payment 
Fund because of mortality variations, but is 
also charged with any deficiency which might 
arise in either of these two funds because of 
mortality variations or interest deficiencies. All 
pension benefits for service prior to July 1, 
1939, are charged directly to the Pension Pay- 
ment Fund. 

The Illinois Fund is on a partial reserve 
basis. The only distinction between the Illinois 


Fund and the so-called full reserve fun 
that prior service costs, instead of beir 
vided for on a basis which will amortize 
costs uniformly over twenty-five or forty ye 
are provided for on a cash disbursement 
The current service costs are funded as ir 
reserve systems. 


Indiana * 


By comparison with some of the othe: 
retirement systems, the Indiana plan is a r 
tively simple fiscal arrangement. Members 
assessed a flat rate depending on their age 
the time they begin their teaching service. Lx 
ductions are made from teachers’ salaries 
the second, fourth, sixth, and eighth sch 
months in amounts as nearly as possible equ 
to one-fourth the amount due from each teach 
for the fiscal These 
teachers’ salaries are deposited in the Ann 


year. deductions fri 
Savings Account. Interest on the Annuity S 
ings Account and on investments or deposit 

the Permanent Account are held in the A 
nuity Savings Account also. 

Altho many other retirement systems ex 
from the local payroll officer the duty of co 
piling the amounts due the retirement fund or 
account of payrgqll deductions, Indiana is o1 
of those states where these deductions are made 
from the centralized office of the state super 
intendent of public instruction. The retirement 
board certifies to the state superintendent the 
amounts due from each teacher and in the ser 
annual distribution of state school funds th: 
state superintendent deducts from the amount 
payable to each district half the aggregate su 
due to the retirement fund on account of t! 
teachers employed by said district. The amount 
retained by the state superintendent is trans 
ferred by the state auditor from the schoo! 
funds to the retirement fund, to the credit 
the Annuity Savings Account. 

All returns from certain tax levies are d 
posited to the Pension Reserve Account for the 
state’s contribution. Interest on the Pensior 
Reserve Account is held in the same fund ; ad 
ministrative expenses of the system are payabl 
from this account. 

A Permanent Account is provided to consist 
of gifts; grants; devises and bequests in mone 
property, or other form; and all other mon 
or property which may be derived from an) 


® Summary and chart not verified by the secretary of the retirement system. 
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other source. Ihe principal of the Permanent 
Account may not be used unless it expend 
n wccordance with the conditions of a oift oO! 


donation. Use of the interest and income from 


the Permanent Account is authorized but the 


retirement law does not specify in what man 
ner or for what purposes. 

Members who withdraw from the service of 
the public schools of the state are refunded a 
portion of their deposits ranging from 25 per 
cent after one year to 95 percent after nine 
years; after ten years the total amount cf the 
teacher’s deposits are refunded. In event of 
death of a member before retirement, the total 
zmount of the teacher’s deposits, with 4+ percent 
interest, is payable to the estate or to a bene 
ficiary named by the member. 


Kentucky 


Each local board deducts from members’ 
salaries the percent fixed by law, varying ac 
cording to age at time of joining the system. 
The school treasurer transmits these collections 
to the treasurer of the retirement system who 
records same and transmits the amount to the 
state treasurer who is custodian of the funds. 
Members’ contributions are paid into the 
Teachers’ Savings Fund and at the time of 
retirement are transferred to the Allowance 
Reserve Fund for payment of part of the al 
lowance provided by the act. 

The state makes an annual contribution 


equal to the amount contributed by members 
) 


ind also a temporary contribution equal to 
percent of the salaries of present teachers to 
cover the state’s obligations on account of prior 
service credits of members. 

The state’s contributions are payable into 
the State Accumulation Fund, and at the time 
of retirement an amount is transferred from 
this fund to the Allowance Reserve Fund 
which together with the member’s accumulated 
contributions will be sufficient to pay the allow 
ance granted the member. 

Interest on all the retirement funds, gifts, 
surplus, and unclaimed accumulations of mem 
bers’ contributions are paid into the Guarantee 
Fund. Interest is allotted to the other funds, 
except the expense fund, from the Guarantee 
Fund. The latter serves also as a contingent 
fund for meeting special requirements of the 
other funds. The retirement allowance pro- 
vided is a percent of salary varying with age 
at retirement. 
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members of the retirement system. The state 
auditor then directs the treasurer to pay these 
amounts to the secretary-treasurer of the | 
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Upon the basis of actuarial valuat t] 

board of trustees annually certifies to the state 
superintendent the amount necessary to cove! 
the contributions of employers. ‘The state 
superintendent includes this report in his state 
ment to the state auditor who is directed t 
deduct the appropriate amounts from the sum 
due each employing agency (parish, city, o 
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members of the retirement system. ‘Th: 


} 


a list of the teachers 
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f ¢ 
O 
, 
+] 
‘ ' 
, 
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the total 
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the retirement fund on 


~ deposits from the scl 


HO 
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+ na 


Tu is 


] 
Ish, city, or othe r employer oO 


ployers contributions are deposited in the Pen 


sion Accumulation Fund where are held the 
reserves for all pensions and certain othe e1 
fits granted to members. 

‘There are two contributions, the u lL: 
mal and deficiency accrued liability contribu 
tions from en ployers. The amount of each an 
nual accrued liability contribution mu it 
least 3 percent greater than the preceding an 
nual accrued liability payment. All pension 
except those on account of members who r 


ceive no prio 


the Pension Accumulation Fund. 


I 


service allowance are I 


on all pensions granted to members not 


to credit for 


t 
} 


rior service are held in 


sion Reserve Fund and such benefits 


from this 


tund. 


Tron 


When a member applies for retirement, h 


accumulated deposits in the Annuity 
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Fund are transferred to the Annuity 


Fund WwW here 


ire held the reserves 
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FIGURE X. TEACHERS’ RETIREMENT SYSTEM OF LOUISIANA 
(Law of 1936) 
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(Law of 1924 as Amended) 
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FIGURE XII. TEACHERS’ RETIREMENT SYSTEM OF THE STATE OF MARYLAND 


(Law of 1927 as Amended ) 
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FIGURE XIII. MASSACHUSETTS STATE TEACHERS’ RETIREMENT SYSTEM 
(Law of 1914 as Amended) 
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nuities in force and from which are paid all 
annuities and benefits in lieu of annuities. 


Maine 


A deduction of 5 percent of salary (not to ex- 
ceed $100 nor be less than $20 a year) is made 
for deposit in the Annuity Fund “under regu- 
lations to be prescribed by the retirement 
board.” Payments to retired members are made 
from the Annuity Fund. The state matches the 
member’s accumulated contributions with in- 
terest. The state treasurer is custodian of the 
money. 

A Reserve Fund consists of gifts and receipts 
from other sources, interest, or income on 
funds. The Reserve Fund may be used by the 
retirement board in its discretion for unforeseen 
contingencies, expenses of administration, “or 
any other purpose within the scope of the re- 
tirement system.” 


Maryland 
(Outside of Baltimore) 


Each member contributes a proportion of 
salary which, when deducted from each pay- 
ment of prospective earnable annual compen- 
sation prior to attainment of age sixty and 
accumulated at regular interest until that age, 
shall provide at that time an annuity equal to 
the pension to which he shall be entitled on ac- 
count of membership service. These deductions 
from each member’s salary payment are made 
by the county superintendent and forwarded by 
him to the board of trustees which credits the 
amount to the Annuity Savings Fund. At the 
time of retirement the member’s total accumu- 
lation in the Annuity Savings Fund is trans- 
ferred to the Annuity Reserve Fund from 
which is paid the teacher's annuity. 

The state’s contributions are deposited in 
the Pension Accumulation Fund. There are 
two contributions, the usual normal and de- 
ficiency contributions from the state. ‘The 
amount of each annual accrued liability con- 
tribution must be at least 3 percent greater 
than the preceding annual accrued liability 
payment. ° 

Preceding each regular meeting of the Mary- 
land General Assembly, the board of trustees 
of the retirement system must certify to the 
state superintendent of schools the amounts 
which will become due and payable during the 


following biennium as normal! and deficier 


contributions of the state. The state sup: 
intendent includes the total amount need 
from the state for teacher retirement funds 
the public school budget estimate which he su 


mits to the general assembly. When the amou: 


is appropriated the state superintendent qu 


terly certifies one-quarter of each year’s amount 
to the state comptroller who draws a warrant 


on the state treasurer for the amounts due ar 


the state treasurer transfers the amount of t] 


warrant to the retirement system, where it 
deposited in the Pension Accumulation Fur 
All pensions except those on account of me! 
bers who receive no prior service allowance 
paid from the Pension Accumulation Fur 


When a member retires without prior servi 


credit an amount equal to his pension reser 


is transferred from the Pension Accumulatio 
Fund to the Pension Reserve Fund. The a: 


nuity from the teacher’s own contributions 
paid from the Annuity Reserve Fund. 


Massachusetts 
(Outside of Boston) 


( 


A percent, uniform for all members but 


changeable annually within the limits of 3 an 
7° is deducted from salaries and transmitt: 


to the (own treasurer who transmits the amount 
monthly to the secretary of the retirement 


board. The latter pays the aggregate, month 


to the state treasurer who is custodian of th: 
fund. Members’ contributions are held in t!} 


Annuity Fund. 


The Pension Fund consists of such amoun 


as are contributed to the state from time 


1 
i 


time on estimates submitted by the retirement 


board. When a member retires he receives 


annuity based on his accumulated contributior 
in the Annuity Fund and, subject to certai: 
limitations, an equivalent pension from th 
Pension Fund; also an additional pension bas 
on service prior to September 1914, the date 


the retirement system was established. 


Montana 


Five percent of the member’s salary is d 
ducted from each payroll and the aggregat 
transmitted by the employer to the secretary o! 
the retirement board who records and transmit 


the amount to the state treasurer. The board | 
ehic 


authorized, if it so decides, to modify 


* The rate fixed by the board has been 5 percent each year since the system was established in 1914 
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nethod of collecting members’ contributions s 
that employers retain the amount deducted and 

corresponding amount is deducted from th 
state funds otherwise payable to them. No de 
juctions may be made from members’ salaries 
f the state’s contribution on their account is in 
( fault. 

The law prescribes that the amount due the 
Pension Accumulation Fund is to be computed 
n the usual way of reserve systems resulting 
n the normal and deficiency contribution, the 


itter being at least 3 percent greater each year 
than the preceding annual deficiency contribu 
tion. However, the system has not yet been able 
to operate on a reserve basis and is dependent 
ipon legislative appropriations each bienniun 

All interest earned on the funds of the sys 
tem is deposited in the Pension Accumulatior 
Fund and the amounts required to allow regu 


1 


lar interest in the other funds are then trans 
ferred to the respective funds from the Pension 


The 


Fund. retirement board 
in its discretion transfer to and from the 


Accumulation 
may 
Pension Accumulation Fund the amount of any 
surplus or deficit in the reserve creditable to 
the Annuity Reserve the 
Reserve Fund. 

When 
tion of his deposits in the Annuity Savings Fund 
Reserve Fund 


and his annuity is paid from the latter fund. 


Fund and Pension 


a tea ‘her retires the total accumula 


are transferred to the Annuity 
His state pension comes from the Pension Ac 
cumulation Fund directly if he has no prior 
service credit ; but if he does have prior service 
credit the amount sufficient to cover the pension 
due him is transferred to the Pension Reserve 
Fund from which fund his pensions are paid. 


Nevada 

The fiscal arrangement of the Nevada retire 
ment system is somewhat complicated by the 
provisions for members who were teaching 
at the time the new system went into effect 

1937) and who were members of the former 
retirement system. These original members may 
relinquish their status in the former system and 
those 
who do not wish to relinquish their status in the 
former system have the choice of two plans of 
payments and benefits. It will suffice to say 


enter the new system as new members; 


that original members under plan 1 receive as 
benefit a retirement salary, whereas the original 
members under plan 2 pay into the new system 
a larger contribution and receive in addition to 


! 


> 


3 


he retire Ssalarv an annuity ) 
their additional deposits, and an equ 

nnuity 

Salary deductions to the amount of S3¢ 
year from original members choosi1 eithe 
plan 1 or 2 are deposited in the Public School 
Teachers Permanent Fund, but the addition 
contributions made by original members unde1 
plan 2 are deposited in the Members’ Savings 


Annuity Account where are held also the salary 


deductions made from new members. O1 
members under plan 2 pay 5 percent of the 
salaries, $36 a year of which is placed in th 
Public School Teachers Permanent Fund and 
the remainder in the Members’ Savings At 
nuity Account. New members contribute 5 pe 
cent of their sal iries to the Membet Say 
Annuity Account. All donations, gifts, and be 
quests are held in the Public School ‘Teacher 
Permanent Fund where the cont iWbutiol T 
he state ilso de posited 

If a me er dies before retirement eave 
the teaching service of the state, hi ont 


tions are refunded from whichever fund the 


have been deposited in (or from both the funds 

' 
in the case of original members choosin pl 
2), except that in the case of original me 


1 


choosing eitnel 
in the P 
Fund. 


At the time of retirement of an original mem 


SOU is retained 


Permanent 


plan | or plan 2, 


School Leachers 


sAlic 
iptrw« 


, sufficient funds a 
transferred Public School Teachers 
Permanent Fund to the Public School Teache: 


Retirement Salary Fund to pay the retirement 


ber who has chosen plan | 


from the 


salary provided. When an original member who 


has chosen plan 2 retires, in addition to a simila 


transfer for payment of the retirement salary 


another transfer is made to the State Annuity 
Reserve Fund for the payment of the state’s 
annuity and the teacher’s deposits in the Mem 
bers’ Savings Annuity Account are transferred 
to the Members’ Annuity Reserve Account for 
the payment of the member’s annuity. Trans 
fers to pay pensions under plan 1 are made 
quarterly, the reserve remaining in the Public 
School Teachers Permanent Fund. The Public 
School Teachers Retirement Salary Fund is a 
checking account into which are transferred 
each quarter amounts from the various funds 
sufficient to pay the pensions and other expenses 
for the quarter. 


When new members retire, their deposits in 


] 








FIGURE XIV. TEACHERS’ RETIREMENT SYSTEM OF THE STATE OF MONTANA 
(Law of 1937 as Amended ) 
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FIGURE XV. NEVADA RETIREMENT SYSTEM 
(Law of 1937 as Amended) 
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FIGURE XVI. NEW HAMPSHIRE TEACHERS’ RETIREMENT SYSTEM 


(Law of 1937) 
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FIGURE XVII. NEW JERSEY TEACHERS’ PENSION AND ANNUITY FUND 


(Law of 1919 as Amended ) 
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the Members’ Savings Annuity Account are 
transferred to the Members’ Annuity Reserve 
Account and funds are transferred from the 
Public School Teachers Permanent Fund to 
the State Annuity Reserve Fund. 


New Hampshire 


Membership in the New Hampshire system 
is optional. New Hampshire teachers’ contribu- 
tions, consisting of a percent of salary to be 
determined by the board (but not more than 
5 percent), and an annual appropriation of 
$20,000 are deposited in one fund—the An- 
nuity Fund. All payments are made therefrom 
in case of death or withdrawal before retire- 
ment or upon retirement. If a member with- 
draws before retirement his total deposits are 
refunded with interest, and deposits of the state 
with the interest thereon are transferred to the 
Reserve Fund. 

The Reserve Fund is planned to hold gifts 
and receipts from sources other than the teach- 
ers’ or the state’s contributions, transfers from 
the Annuity Fund as described above, and such 
surplus from interest savings or otherwise as 
the board may determine. Any balance of the 
state’s annual appropriation not expended for 
matching teachers’ contributions is transferred 
at the end of the year to the Reserve Fund 
which is used for unforeseen contingencies or 
administrative expenses. The latter are paid 
out of the state’s appropriation. 


New Jersey 


The school treasurer deducts from each pay- 
roll a percent of the member’s salary fixed by 
actuarial investigation and transmits the aggre- 
gate to the retirement system where it is 
credited to the Annuity Savings Fund. The 
proportion of salary deductible is that percent 
which, when deducted from each payment of 
prospective earnable annual compensation prior 
to attainment of age sixty-two and accumulated 
at regular interest until that age, shall be com- 
puted to be sufficient to provide at that time 
an annuity equal to the pension to which the 
member is entitled on account of his member- 
ship service. At the time of retirement the mem- 
ber’s accumulated contributions are transferred 
to the Annuity Reserve Fund. 

The state comptroller pays annually from the 
School Apportionment Fund into the Pension 
Fund an amount certified by the board of trust- 


ees for the usual normal and deficiency 
tributions on behalf of the state for pres: 
teachers. The state comptroller also pays 
nually from the School Apportionment Fu 
into the Pension Accumulation Fund 
amount certified by the board of trustees 
new entrants. 

At the time of retirement of a new ent 
an amount sufficient to pay the pension grant: 
is transferred to the Pension Reserve Fu 
Pensions payable to a present teacher are | 
able directly from the Pension Fund. 


New York State 
(Outside of New York City 


From each payroll there is deducted 4 px 
cent as the member’s contribution, a perce: 
fixed by the board upon recommendation 
the actuary as the district’s contribution, a: 
a fraction of a percent (so far not over | 


percent) fixed by the board for payment of e) 
penses. This money is deducted from the stat 


appropriation for the support of 
schools, is paid by comptroller’s check, and 
deposited with the head of the division of t! 
treasury of the department of taxation 
finance who is the custodian of the funds 
the system. Each check received 
comptroller includes payments from cert 
localities for all the preceding items, but 
allocated in the books of the system to 
various funds named in the next paragra; 
Annually, the amounts to be collected 
certified to the commissioner of education w 
files with the state comptroller a certifi 
showing the amount of state funds apportion 


from 


} 


to each county for the support of the commu 
schools and a further certificate showing wha' 
deduction is to be made from the payment du 
each district as the employer’s contribution 
the retirement system. The employer’s deposi! 


consist of the usual normal and deficiency c 


tributions. “The contributions, t!] 


teachers’ 


community’s contribution, and the collectior 


for expenses are credited respectively to t! 


Annuity Savings Fund, Pension Accumulatio: 


Fund, and Expense Fund. 


When a member retires his accumulated con 


tributions are transferred to the Annuity R 


serve Fund from the Annuity Savings Fund 
and his annuities are paid from the Annuit 
Reserve Fund. At the same time an amount 
sufficient to meet the pension payments due hin 
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transferred to the Pension Reserve fk 

payments are made from this fund to retired 
new entrant members; if the member has prior 
service credit his pension payments are made 


directly from the Pension Accumulation Fund. 
Ohio 


Salary deductions of 4 percent are made from 
each payroll as contribution to the Teachers’ 
Savings Fund and, in addition, a sum to be de 
termined by the retirement board, but not ex 
cessive of $1 per member, into the expense fund. 
The school treasurer transmits the amount of 
members’ contributions monthly or at such 
times as the retirement board designates to the 


f who 


secretary of the retirement board pays 
same to the state treasurer. 

When a member retires his accumulated con 
tributions are transferred from the Teachers’ 


Fund to the Annuity and Pension 


Reserve Fund for the payment ot annuity due 


Savings 


him and an equal amount is transferred to the 
same fund from the Employers’ Accumulation 
Fund to cover the payment of the pension duc 
for membership service. An additional pension 
is payable from the Employers’ Accumulation 
Fund to members with prior service credit. 

The Guarantee Fund provides a contingent 
fund out of which special requirements of any 
of the other funds may be covered. Gifts, sur 
plus, and unclaimed contributions are also held 
in the Guarantee Fund. Interest and income 
on investments are credited to the other funds 
distribution thru the 


(except expense) by 


Guarantee Fund. 


Pennsylvania 


Pennsylvania has established one fund called 
the School Employees’ Retirement Fund con 
sisting of the accounts shown in the chart. The 
transfers are therefore merely bookkeeping 
matters. 

A percent of members’ salaries, determined 
by actuarial investigation, is deducted from 
each payroll. This percent must be sufficient 
with regular interest to provide at age sixty-two 
an annuity equal to 1/160 of the average salary 
of the last ten years of service, for each year of 
service after July 1, 1919. If more than 5 per- 
cent, the member may elect a 5 percent deduc- 
tion. The school treasurer transmits the aggre- 
gate salary deductions monthly, or at such times 


s the ¢ rement board designates to the ecre 

tary of the retirement board who rec th 
° ] 1 

eceipts and pays them to the state t ire! 


thru the Department of Revenue. 


| credited to the km 


bers’ contributions are 

ployees’ Annuity Savings Account and upon 
retirement the accumulated contribution re 
transferred to a ledger account known as the 
Employee s’ Annuity Reserve Account. Al pay 
ments made to the retired meml h 


1 
i 
I 


annuity are charged to this account 


| he retirement board annually certifi the 
amount necessary for the state’s obligation and 
the state semiannually pays into the Contingent 
Reserve Account for each new entrant and int 
the State Annuity Reserve Account Numbe: 
2 for each “present employee”; that the 
normal contribution is credited to the Cor 
tingent Reserve Account and the deficiency 
contribution is credited to the otate Ay nuity 
Reserve Account Number 2. The cont ition 
to the latter must be at least 3 percent greatet 


than the second preceding semiannual payment 


When a “present employee” retires his state 
annuity is payable from the State Annuity R 
serve Ac ount Numbet1 ke 

When a new entrant retires an amount equal 
to his state annuity reserve is transferred fron 
the Contingent Reserve Account to the credit 
of a ledger account known as the State Annuity 
Reserve Account and payments of the stat 
annuity due him are charged to this accour 


The state is reimbursed to the extent of half 
the amount it pays into the Contingent Reserve 
Account or the State Annuity Reserve Accou 
Number 
indirectly by 


such employers. 


2 by local employers either directly 


trom state Ttunds ad 


deduction 


South Dakota 


When a new teacher joins the South Dakota 
retirement system he has a choice of three p! 
of contributing to the fund (an additior 
alternative is offered to teachers in service 
the time of enactment). Each plan of contrib 
uting to the fund involves sufficient contribu 


form of salary deductions, to pro 


tion, in th 1 
vide for an annuity of a specified amount. ‘The 
local board forwards the teacher’s contributions 
to the retirement board semiannually for deposit 
in the Annuity Savings Fund. When a member1 


retires, his accumulated contributions in the 


7] 








FIGURE XVIII. NEW YORK STATE TEACHERS’ RETIREMENT SYSTEM 
(Law of 1920 as Amended) 
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FIGURE XIX. STATE TEACHERS’ RETIREMENT SYSTEM OF OHIO 
(Law of 1920 as Amended ) 
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FIGURE XX. PENNSYLVANIA STATE PUBLIC SCHOOL EMPLOYEES’ RETIRE- 
MENT SYSTEM 


(Law of 1919 as Amended ) 
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FIGURE XXI. TEACHERS’ RETIREMENT SYSTEM OF THE STATE OF SOUTH 


DAKOTA 


(Law of 1939) 
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Annuity Savings Fund are transferred to the 
Annuity Reserve Fund. 

The Pension Accumulation Fund consists of 
the state’s contributions. When a member re- 
tires, a transfer from the Pension Accumulation 
Fund, equal to the annuity reserve of that mem- 
ber, is made to the Pension Reserve Fund. ‘The 
state’s obligations are to be met thru annual 
appropriations of the legislature, but the retire- 
ment law is not so specific as to the procedure 
involved as are some other retirement laws. 


Texas 


Five percent of the member’s salary is de- 
ducted from each payroll by each employer. 
The school treasurer or county superintendent 
makes the salary deductions and transmits them, 
monthly or at such time as the state board of 
trustees designates, to the secretary of the board 
of trustees who records them and pays the 
amount to the state treasurer who credits the 
amount to the Teachers’ Saving Fund. At the 
time of retirement the members’ contributions 
are transferred from the ‘Teachers’ Saving 
Fund to the Annuity Reserve Fund. 

Before each regular session of the Texas 
legislature the state board of trustees certifies 
to the state board of control the amount neces- 
sary to meet the state’s obligation to the re- 
tirement system for the ensuing biennium. This 
amount is included in the budget of the state 
which the governor submits to the legislature. 
Since the retirement act was passed in 1937 
there has been no state contribution to the re- 
tirement fund. 

The law calls for the state to pay an amount 
equal to the members’ contributions into the 
State Accumulation Fund which is divided into 
two ledger accounts: the Membership-Service 
Account and the Prior-Service Account. Upon 
retirement, an amount equal to the member’s 
accumulated contributions is transferred from 
the State Accumulation Fund Membership- 
Service Account to the Annuity Reserve Fund 
for payments due him on account of the state 
annuity provided. At the same time, if the 
member has prior service credit an additional 
amount is transferred from the Prior-Service 
Account of the State Accumulation Fund to 
the Annuity Reserve Fund for payment of the 
additional pension due on account of prior 
service credit. 

All interest and income on the funds of the 


system are paid into the Interest Fund 
annually apportioned to the other funds, exc 
expense. Excess is payable to 
Permanent Retirement the latt 
fund are held gifts and other assets not s; 
fically required by the other funds. It serv 
as a contingent fund out of which special 
quirements not covered by the other funds m 
be met. The principal of this fund is dedicat: 
as a perpetual endowment of the retirement 
system and may not be appropriated to 
other cause or purpose. 

The expenses of administration 


interest 
Fund. In 


are I 

partly by payments of $1 each, annually, by : 
members. Additional administrative expen 
are to be paid out of the Interest Reserves A 
count of the Permanent Retirement Fund, b 
since there is no money in this fund, all expen 

a . 
are met by the $1 membership fees. 


Washington 


Each member contributes a percent of sala 
based on thirty years of annual compensation 
$1200, which when deducted from each p 
ment of prospective earnable compensati 
prior to attainment of thirty years’ service 
age sixty, and accumulated with interest unt 
then, shall provide annuity of $25 a 
These deductions from each member’s salar) 


monti 


the school or county auditor at each payrol! 
transmitted monthly to the state treasurer w! 
pays the amounts to the retirement fund { 
credit to the Annuity Fund and the Disabilit 
Reserve Fund. 

Teachers who are paying for prior ser\ 
credit make additional contributions to 
Pension Fund where are held also the funds 
appropriated by the legislature to meet t! 


1 


state’s obligation to the retirement system. 

Annuities due retired members are paid fro! 
the Annuity Fund ; disability allowances, fro: 
the Disability Reserve Fund. Allowances 
the part of the state for both retirement a: 
disability are paid from the Pension Fund. P: 
rata deductions are made annually from th 
members’ contributions in the Annuity Fu: 
for the administrative expenses of the syste! 
and for that purpose are transferred to thi 
Expense Fund. 

The Pension Reserve Fund is the fund 
which are deposited the appropriations made } 
the legislature to the Pension Fund of the sys 
tem to liquidate the accrued liabilities of the r 
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FIGURE XXII. TEACHERS’ RETIREMENT SYSTEM OF TEXAS 
(Law of 1937) 


i TEXAS TEACHERS TEACHERS’ SAVING FUNI 


Smememuensemera= ‘, wi titel 
= 4 
\, N 


a ge 









STATE ACCUMULATION FUND 


/ 
| [MEMBER- we 
1 | 


HIP R R \bax 
= saw 5 \ \ 
. , S _ a \ 
‘ i Ay ‘ ‘ \ 
INTEREST ON A } } 
INVESTMENTS , ‘ H 
EY F\s0c*\ ee | (O be boa \ 
he « were ; 
= / 
” awn T 
GIFTS, EXCESS INTEREST B inert \ai 
ALL OTHER MONEYS ' - ~ 
—<p— b, > Ven 
| — \* AA 
ie .\ saws —> \ . 
AT “Sp\e "*\ ecm =aeneeem SS 
(AA ie PERMANENT — EXpENSE 
." 2 RETIREMENT pHa 
) FUND 
(Princins 


FIGURE XXIII. WASHINGTON STATE TEACHERS’ RETIREMENT SYSTEM 
(Law of 1937) 











ANNUITY FUND 
cm — ee ee 


WASHINGTON WITHDRAWN 








: as Annutty hm 
EXPENSE saan 
FUND : % \ 
DISABILITY a 
RESERVE AS\ WG &\ DECEASED 
D VEST 






Sia_enemenenene: \ = arte 
WAS 
\ 
= \\ 








\ ——=_ 
PENSION \ WY, 5 RETIRED 





f - Y 
( y 
3 | | | org P 
: 2 Se Oe 8 Oe ee ee ee ee ee eee SPR, 
; | PENSION : | 
: "TI | Reson 
{ | L__J } FUND 











tirement system on the date it became effective 
and to establish a reserve fund for the payment 
of the state pensions. 


Wisconsin 
(Outside of Milwaukee) 


The deductions of 5 percent from teachers’ 
salaries are made monthly and a check for the 
aggregate, payable to the state treasurer, is sent 
to the retirement board which remits the check 
to the state treasurer and certifies the amount 
to the annuity and investment board. The latter 
board is authorized to “receive, hold, invest, 
and pay out according to law, all deposits by 
the members and by the state and all accretions 
thereto and other moneys belonging to the sev- 
eral funds.” The Retirement Deposit Fund 
balance must equal the liabilities for deposits 
and interest accretions. 

On the basis of the payroll reports and de- 
ductions made therefrom on behalf of members, 
the retirement board certifies to the annuity 
board the amount to be deposited by the state. 
The state’s contribution is computed in the fol- 
lowing manner: for each teacher the amount is 
equal to a percent of the teacher’s salary de- 
duction, namely, to 50 percent of the teacher’s 
deposit is added 5 percent of the teacher’s de- 
posit for each year of teaching experience (not 


counting the year for which the state depo 
made) and | percent of the teacher’s deposit 
deducted for each $100 of compensation 
ceived during the fiscal year in excess of $120 
The total cannot exceed 200 percent of 
teacher’s deposit. Annual compensation in 
cess of $3000 is disregarded. The state’s c 
tribution, as thus determined by the retirement 
board, is certified by that board to the annuit 
board which certifies to the state treasurer w] 
on the warrant of the secretary of state, trai 
fers the determined amount from funds app: 
priated for that purpose to the Retirement 1D: 
posit Fund. 

When a member makes application fo: 
benefit the retirement 
amount of the benefit and the accumulated 
credit of the member is transferred from t} 
Retirement Deposit Fund to the Annuity R: 
serve Fund. The balance in the Annuity R 
serve Fund must at least equal the net present 
value of the prospective benefit payments 
cording to the basic assumptions for the rat 
on which benefits have been granted. Benefit 
payable on account of service prior to 1921 are 
paid from the Contingent Fund. The Con 
tingent Fund balance is equal to the excess of 


board determines 


income over authorized disbursements. Tran 
fers may be made from the Contingent Fur 


FIGURE XXIV. WISCONSIN STATE RETIREMENT SYSTEM 
(Law of 1937) 
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to the Annuity Reserve Fund but in amounts 
not exceeding 5 percent of the then net present 
value of the prospective benefit payments then 


chargeable to the Annuity Reserve Fund. These 


transfers must be repaid, with interest, from 
the Annuity Reserve Fund to the Contingent 
Fund before any of the gains and savings of the 
former may be distributed. The annuity board 
apportions the interest to the several funds afte: 
determining at the end of each fiscal year the 
net rate of interest earned during that year. 

Wisconsin is unique in that a member who 
leaves the service may withdraw his deposits 


at any time either in a cash payment, in install 
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ments, or in the form of an annuity nd the 


deposits of the state in his behalf may de W th 


drawn in the form of an annuity, the first pay 
ment of which is not due until after th 

ber’s fiftieth birthday unless he is physically or 
mentally in acit ited. Total disability innuity 
payments 
Fund. Total « 


disability for 


payable from the Contingent 


isability in this case is defined as 
employment in any gainful occu 


pation. Benefits for disability from the teaching 


profession only are payable from the Retire 
Fund. Death benefits and cash 
withdraw ils of the teacher’s deposits ire made 


from the Retirement Deposit Fund. 


ment Deposit 








II. Fiscal Status of Teacher Retirement Systems 


The purpose of this section is to present 
the latest information with regard to the fiscal 
status of teacher retirement systems. Most of 
the reports are for the fiscal year ending June 
30, 1940. One phase of fiscal status—ad- 
ministrative and staff costs—has been sum- 
marized in Tables 1 and 2. It will be interest- 
ing in studying the data of this section to refer 
to the charts given in the preceding section. 


Administrative Costs 


Administrative personnel and administra- 
tive costs are directly related to the number 
of members in the retirement system, the rates 
of withdrawal from teaching, and the rates of 
death and retirement. Turnover obviously 
necessitates additional record keeping. 

The largest single item of administrative 
expense is salaries paid. Variations in salary 
paid the executive secretary of retirement sys- 
tems run from $2520 to $8500. Many local 
systems are administered by local school officials 
without extra compensation. Some have part- 
time officers who are paid a nominal sum for 
their services. Maine is the only statewide 
joint-contributory retirement system reporting 
that the state board of education administers 
the retirement system without extra cost. The 
pension systems, not mentioned in Tables | and 
2, are always so administered. 

Total administrative expense is not always 
explicable in terms of size of membership. For 
example, the total expenses in the New Jersey 
and New York systems are practically equal ; 
the total amount spent for salaries of personnel 
is practically the same in the two systems; yet 
New York has 48,180 members and New 
Jersey has only 29,329. Pennsylvania, with 
almost three times as many members as New 
Jersey, has practically the same total admin- 
istrative expenses altho a larger proportion of 
these expenses in Pennsylvania are paid for 
salaries. The Pennsylvania system reported 
the largest staff and the largest membership. 


General Fiscal Status 


Tables 3 to 7 inclusive depict the fiscal 
status reported by 52 teacher retirement sys- 
tems. Nineteen are statewide joint-contribu- 
tory plans; 20 are local joint-contributory 
plans; 5 other local joint-contributory plans 


are tabulated separately because the plans, : 
spectively, cover all city employees and dat 
pertaining to teachers are not segregated. Ty 
mutual benefit plans where teachers bear t 
total cost of the system without public supp: 
are reported for contrast. At the end of eact 
table are listed four local pensien plans in C 
rado and two statewide pension plans. 

Column 2 shows the year of the report up: 
which the rest of Tables 3-5 are based. For t! 
most part, reports were made for the fiscal y: 
ending, usually, June 30, 1940. Several s 
tems end their fiscal year in August or S¢ 
tember. All these were tabulated as of 
school year 1939-40. A few systems operate 
a calendar year. The reports in these cas: 
refer to the calendar year ending December 
1939, except that of Longmont, Colorad 
whose report is for the calendar year 194 
The San Diego system went into operat 
February 1, 1940; its report therefore cov 
a five-month period. 

The “big business” aspect of teacher reti 
ment systems may be seen from Tables 3, 
and 5. Nineteen of the 52 systems report 
annual income of over a million dollars and t! 
annual disbursements of 13 systems are 01 
the million dollar mark. Ledger assets are o 
ten million in 10 systems; over fifty milli 
in 5 systems; and over one hundred mill 
in 2 systems. 

Table 3 shows the large interest payment 
from these assets. In some systems the inter 
is larger than the total amount contribut 
by members or by the public. Contributi 
from public sources exceed contributions 
members in 27 of the 44 joint-contributo: 
systems (state and local) altho the differenc 
is slight in many cases. Systems in which t! 
state has fallen behind on scheduled payment 
and systems drafted on a cash basis, report 
smaller total amount of income from pub 
sources than from members’ contribution 
The mutual benefit plans have no public su; 
port, and the pension plans are financed sole 
on public funds. 

New York City reports the largest tot 
income, $29,318,174, which is almost tw 
the next largest, $17,681,005 reported 
Pennsylvania. New York State reporting ove: 
twelve million and Ohio reporting over 
million are the next largest. 
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[able 4+ distributes the disbursements made 
luring the year of the report. Wherever pos 
Tor 


were separated from disbursements for supe 


sible disbursements disability retirement 
nnuation or service retirement. The latter is 
ilways much larger than the expenditures for 
disability retirements. 

Most systems refund the member's contri 
butions if he withdraws or dies before retire 
an optional 
death 
benefit payable when the retirant dies. Columns 
5 and 6 in Table 4 segregate the 


Montana 


benefits to 


ment. Some systems provide for 


retirement allowance which allows a 


disbur se 


ments for these purposes. has re 


ported disbursements for death 
vether with disbursements for retirement 
allowances. 

The large amount of money dispensed for re 
funds to members who withdraw (column 
6, Table 4) implies that the withdrawal rate 


This 


has 


is high. feature ot many retirement 


and disadvantages. 


additional 


systems advantages 


There is, of course, the clerical 
work necessary to keep the records accurate. 
If the system refunds the member’s contribu 
tions without interest, the accrued interest be 
comes an asset of the system. If the system is 
the 


have been made currently 


reserve plan and state’s contributions 
with the contribu 
tions of members, these amounts from the state 
become additional assets of the system when 
and the 
returned. There- 


Table 4, 


resent more than mere disbursements of 


the individual account is closed out 
member’s contributions are 
fore the amounts in column 6, rep 
the 
system. 

disbursements” 


includes such items as accrued interest paid 


The column headed ‘“‘othe1 


on bonds purchased, amortization, and losses 
because of securities bought, sold, or matured. 
To a large extent this type of disbursement 
depends on the type of system, the investment 
policy, and legal provisions pertaining to the 
fiscal structure of the system. 

The New York City system dispensed 
umn 8, Table 4) a larger amount of money 
than any other system, $10,008,877, and al- 
most twice the next largest amount which was 
reported by New York State. Total disburse- 
ments by the Pennsylvania system are practi 
cally equal to those of New York State; Ohio’s 
are slightly lower. 

In Table 5 a fiscal summary is given for 


alae 
{ COl 





1 See pages 46-47 for discussion of withdrawal rate 


these SZ te he retirement systems Dh 
mary purpose of this summary is to provide 
basis for judgement on the solvency of tl Vs 
tems; for example, compare columns 3 and 6 
or columns 4 and 5. In only four local joint 


contributory plans, total disbursements ex 
ceeded the total income; whereas in all state 
joint-contributory plans income durit the 
year of the report exceeded the disbursements 
making the ledger assets at the end of the 

larger than at the beginning of the ve New 
York City and Pennsylvania statewide systems 
lead in ledger assets, followed by New Yorl 


State, Ohio, New Jersey, Massachusett Bos 


ton, and San Francisco. 


mm 1 ‘ 
In lable 6 may be seen the growth n ledyve 


assets over 


the ledge I 


a ten-yeal period, In most systems 


assets of 1931 have been doubled 


a ] 17 
ebled, and occasionally even 1 


1940. ‘These data were not 


some Cases 


times increased, by 
available for all the 52 systems listed in oth 
tables but are given only for those systems fo 
which dat re available for the full period 
The prosperity of most ot these retire nt 
systems due to wise investment px 
Table summarizes statistics on certail 
pects of the investment practice t gethe with 
other miscellaneous financial data. Com; sO! 
among systems shows the great variation in 
amounts invested during the fiscal ye In the 
older systems the amount available for invest 
ment is to some extent a result of the amount 
received from sale and maturity of securit 
Younger systems report small amount oO! 
nothing received from maturing securities but 
large amounts spent for investments. In every 
case the amount spent for investment larger 
than the umount received from sale ind ma 
turity of securities. The difference new 
money turned into investments. From thi 


aspect the 29 systems reporting these items in 
Table 7 are in healthy financial! condition 
Liabilities of the New York City system are 
$399,482,417; liabilities of the Penn 
statewide system are $229,371,082. New York 
State reports large liability, $184,699,418. New 


1 
yivania 


Jersey and Ohio also have liability higher than 
most of the other systems. Nineteen systems 
were unable to report their total liability. 
Most of these systems are not on an actuarial 
basis and therefore make no evaluation of 


future liabilities. 
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TABLE 3.—SOURCES OF INCOME OF 52 TEACHER RETIREMENT SYSTEMS 








Year of Public Members’ Miscellane- Tota — 
Retirement system report sources contributions Interest ous incon 
1 2 3 4 5 6 7 
Statewide plans: 
Connecticut - 1939-40 $427,751 $958 678 $416 ,629 $53,697 $1, 85 
Illinois...... ‘ua peed 1938-39 1,002,183 822,093 39,977 37,341 1,901 
Louisiana. .. F 1939-40 711,644 §29,113 104,467 ‘ 1,345 
Maine ‘ 1939-40 132,128 25 ,387 bbeme it ed 2,662 160 
Maryland ‘ ‘ 1939-40 661,755 441,003 231,008 2,531 1,336 
Massachusetts Pry T ‘ 1939 1,376,503 2,289,974 1,329,218 4,995 
Michigan ‘ ' 1939-40 159,573 1,200, 463 37,842 41,773 1,439 
Minnesota ‘ ‘ 1939-40 200 ,852 433,579 134,945 769 
Montana... , ; cconte aaa 1939-40 118,227 286,199 16,924 16,136 437,48 
Nevada a ils ne ee 1939—40 28,783 47,697 8,770 4,000 89 
New Hampshire eeunpaes eaed 1939-40 20,000 19,019 1,138 ‘ 40 
New Jersey ery eee rer 1939-40 3,027,390 2,936,831 3,182,179 373,433 9,519 3 - 
SE Wa ae ee 5,315,030 3,594,376 3,374,172 63,777 12,34 
Ohio ean ak ‘ 1939-40 3,103,203 2,772,605 3,920,602 215,718 10,01 
Pennsylvania , iain _ 1939-40 5,425,985 4,995 ,066 7,259,954 : ‘ 17,681 , 0% 
Texas Keeees wer re 1939-40 0 2,664,772 139,378 . 2,804,14 
Utah 2 eS Ss, 1939-40 207 ,001 376,111 33,746 0 61 : 
Vermont ; witiwecs, ae 23 ,000 25,185 29 ,667 61 —_ 
Washington... 3 1939-40 417,020 1,201,301 45,611 0 1 , 64 
Local plans 
California 
Los Angeles . ‘ ‘ 1939-40 2,124,493 1,667,278 151,466 629 3,943.8 
San Diego. . rrr 2/1/40- 82,094 71,213 0 0 153 
6/30/40 
Delaware 
Wilmington ey 1939-40 8,200 7,214 6,922 2,979 
Georgia TAI 
Augusta er. 1939-40 « 4,868 405 
Iowa 
Davenport - : 1939-40 6,524 6,195 372 ae 13 — 
Des Moines p sea ‘ 1939-40 85,735 108 , 389 27,136 432 221 
Kansas 
Kansas City F ; 1939-40 13,760 16,977 0 0 30 
Pittsburg , , 1939-40 3,492 1,797 212 itis ‘ 5 
Salina . 1939-40 7,059 4,527 hh trea . ‘ 11 
Louisiana 
New Orleans : 1939-40 178,277 132,592 138,251 750 44 
Michigan 
Detroit ee 1939-40 94,603 472,782 146 , 536 1,031 14 Stat 
Minnesota Conne 
Duluth ree weeee 1939-40 69,027 66 , 320 105,179 1,995 242,5 all 
Minneapolis ‘ 1939 390 ,695 297,107 374,778 - ; 1,062 >» 
New Hampshire Maine 
Concord ss wal 1939—40 9,029 4,674 294 eer 13 Marvl 
New York Massa 
New York City ....... Reon 1938-39 12,309 , 533 6,661,252 7,092,689 3,254,699 29,318 } Michis 
Oregon Minne 
Multnomah County aWecen 1939 136,311 280,626 107 ,986 495 ,041 1,020,964 Monta 
Rhode Island Nevad 
Bristol... . esees 1939 500 834 687 ala4 ode é 2,0 New I 
Newport. . eT re ee ona 1939-40 15,862 8,485 9,396 3,200 36 944 New J. 
Utah New Y 
Salt Lake City 60d actehe 1939-40 21,157 21,068 12,632 200 55,05 Ohi 
Wisconsin Penns) 
Milwaukee nnben due oeke ten 1939-40 175,504 138,559 235,198 156 , 167 705 , 428 Texas 
Plans covering all city em- : 
ployees — teachers included : 
but not segregated for report: — . 
California San 
eee ee 1939-40 3,090, 160 1,064,648 1,065 ,649 6,654 § 227,11 So 
Georgia Delos 
SRS Sts ee Fp 1939 113,258 167 ,981 11,649 1,451 294 , 339 Wiln 
Maryland Georgi: 
Baltimore. . . ; rey 1939 941,398 848 ,924 709 ,967 16,154 2,516, 443 Augu 
Massachusetts wa 
EN Se ae eee ‘ 1939 2,233,173 1,094,884 1,115,154 1,489 4,444,7 Dave 
Rhode Island Des } 
EE Pe ee 1939 308 ,000 288 ,635 170,583 200 061 967 ,278 
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AS TABLE 3.—SOURCES OF INCOME OF 52 TEACHER RETIREMENT SYSTEMS 














(Continued ) 
—— 
Year of Public Members’ Miscellane Tota 
Retirement system report sources contributions Interest ous income 
1 2 3 4 5 6 7 
Vutual benefit plans 
4 \ la 
{ Mobile 1939 $4,574 $573 $5.14 
Leavenworth 1939-40 », 704 1,132 
Pension plans: 
\rizona (statewide) 1939-40 $63 .000 3 OOO 
: Colorado 
“te Colorado Springs 1939-40 31,000 31.000 
xe Denver... 1939-40 205 .674 OS 674 
a Longmont 1940 920 070 
SIS Pueblo........ 1939-40 2,700 00 
est Virginia (statewide) 1939-40 50.000 50.000 
1 
OUS * The board of education pays two-thirds of the annuity received by a retired member but this payment 
149 the current fund and is not considered part of the teachers retirement fund 
40 
TABLE 4.—DISTRIBUTION OF DISBURSEMENTS OF 52 TEACHER RETIREMENT 
SYSTEMS 
‘ Retirement allowances Death 
benefits Withdrawals Other Total 
Retirement system Year of For super- For prior to prior to disburse- disburse 
report annuation disability or after retirement ments ments 
or service retirement 
1 2 3 4 5 6 7 s 
Statewide plans: 
Connecticut... . 1939-40 $459 814 $10,632 $56,954 $717,057 $4.83? $1 49 28 
; I Illinois. .... 1938-39 ( < 1.355.550 > ) 0 47.313 35.036 i 437.898 
I8V Louisiana... 1939-40 49 251 7,238 4,251 57,835 5.701 124 
Maine....... 1939-40 0 0 456 40,545 41.000 
Maryland. , 1939-40 - 313.426 > 30,103 81,536 33,718 458,783 
Massachusetts. . . 1939 1,729,033 51,118 30, 205 518,086 164,463 ? 692,905 
1/4 Michigan... . 1939-40 963 , 493 120,174 205 .956 36 , 301 1.325.924 
Minnesota. . 1939-40 < 354,927 > ) 105 ,471 81,338 41 i 
904 Montana.... 1939-40 < 111,324 > 39 186 25,739 i 148 
Nevada P 1939-40 21,363 7,261 0 9,852 4,342 $2,817 
0 New Hampshire 1939-40 0 0 75 930 1,281 2, 28¢ 
944 New Jersey... 1939-40 3,174,522 200 , 465 184,208 387,398 290,355 4,136,948 
New York 1939—40 3,744,076 459 472 168 ,964 899 513 212,722 5 484,74 
OS GR iiss 1939-40 3,039,067 299 ,999 179.209 826,632 846.451 5 191.659 
Pennsylvania 1939—40 3,612,686 444,941 1,309,490 76,447 5 443,564 
428 Texas...... ; 1939-40 0 0 20,974 211,457 0 232,432 
Utah wre 1939-40 63,631 2,690 11,480 62,196 7,001 146 ,998 
Vermont..... 1939-40 23,615 2,654 9,970 10,074 1,054 47 , 3¢ 
Washington 1939-40 447 231 44,697 8,199 76,740 29 , 447 606 ,313 
Local plans: 
California 2/1/40- 
"4 San Diego. . 6/30/40 8, 133 454 0 576 3,504 12,66 
i Los Angeles 1939-40 < 338,457 > < 57,465 > 16 , 226 442,14 
: Del iware 
Sd Wilmington 1939-40 « 18,780 > < » , 465 > 38 5 
: Georgia 
443 Augusta.... 1939-40 1,900 1,200 $99 219 456 3.875 
é lowa 
101 Davenport.... 1939-40 14,514 548 15,962 
; Des Moines. . ; 1939-40 58,917 5,031 858 5,850 19,453 10, 108 
(Continued on page 42) 




















TABLE 4.—DISTRIBUTION OF DISBURSEMENTS OF 52 TEACHER RETIREMEN? 
SYSTEMS (Continued) 
Retirement allowances Death 
— —- benefits Withdrawals Other Tota 
Retirement system Year of For super- FE (prior to prior to disburse- disbur 
report annuation a4 or after retirement ments ment 
or service disability retirement) 
1 2 3 4 5 6 7 8 
(Continued from page 41) 
Kansas 
Kansas City. , 1939-40 $2,906 $225 $5 $72 $63 $ 
Pittsburg ‘ ; 1939-40 0 0 0 186 0 
Salina.. 1939-40 1,068 9,750 
Louisiana 
New Orleans 1939-40 90,831 12,941 6,203 7,458 7,523 
Michigan \ 
Detroit . 1939—40 (<€ - 560,141 >) c(< ~ 33,633 >) 11,002 60 New 
Minnesota Ww 
Duluth ase “Re «| 1939-40 72,513 449 9,349 12,709 10,438 105.4 New 
Minneapolis - : 1939 230,931 37,580 32,111 120,166 4 
New Hampshire 
Concord...... ; 1939-40 9,102 ‘ Tr Ts Tex 
New York 
New York City ... , 1938-39 (< 6,899,570 >) 2,226,172 882,676 458 10,0 
Oregon 
Multnomah County 1939 F —_ 9,604 9.241 { 
Rhode Island 
Bristol . . ee 1939 1,050 300 ; eae 430 
Newport... Se Ps ee 1939-40 6,503 309 503 1,060 0 
Utah 
Salt Lake City ree 1939-40 (< 60 ,640 > ) * : 1,132 
Wisconsin 
Milwaukee..... (ake esa 1939-40 ( < 293,463 ——> ) .......... 13,095 453,927 
Plans covering all city em- 
ployees — teachers included 
but not segregated for report: 
California 
San Francisco in terre 1939-40 1,201,167 408 , 102 601,378 88,794 173,174 2.4 
Georgia I 
Atlanta igen , 1939 121,678 .......... ( €— 4,642 >) 17,001 { Pits 
Maryland S 
Baltimore. ‘ 1939 (< 917,548 ——> ) 142,425 212,227 7,694 1 
Massachusetts 
Boston....... ‘ 1939 (< 1,358,854 >) 350,853 191,021 418,186 2,318 M 
Rhode Island et 
Providence............... . 1939 (< 178,771 ——> ) 17.125 214,397 442,167 852.4 Minn 
Mutual benefil plans: Mi 
Alabama New | 
Mobile : : cay 1939 2,160 ee 952 § Cor 
Kansas New 
Leavenworth 1939-40 1,668 J hale PRET ERECT 479 j i Nev 
Pension plans: Mu 
Arizona (statewide) ny OF 1939-40 48 ,000 > i ae 3, Of Rhod 
Colorado: Net 
Colorado Springs cee 1939-40 Dn clive sis 2s eanbente ‘ 31, OO Br 
Denver “ory Pree ope 1939-40 ee et ker Perret : baka 00,4 Utah 
Ne Se See 1940 PTs cc eetoia” ee walwn uae rrr eisai we Salt 
Did. «ech thasesdsaeaee s 1939-40 Se Senaes Vig ¢ Cee c ' ; oa \ Vises 
West Virginia (statewide)....... 1939-40 | eee foc te a Ee ae rary ore ‘ Mil 
oan 
TR 
Ae] 
Mar 
B 
[42] 
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TABLE 5.—FISCAL SUMMARY OF 52 TEACHER RETIREMENT SYSTEMS 





Retirement system 


’ 
aiewide plans: 


ticut 


uA 
Maryland 
husetts 
Michigan 
Minnesota 
Montana 


Nevada. . ° 
New Hampshire 
New Jersey 
New York 

1 

nsylvania 





Local plans: 
yrnia 

Los Angeles 

San Diego 


ware 
Imington 
na 

Augusta 

wa 

Davenport 

3; Moines 

Kansas City 
Pittsburg 
Salina 

lisiana 
New Orleans 
Michigan 

Detroit 
Minnesota 

Duluth 

Minneapolis 
New Hampshire 

Concord 
New York 

New York City 
Oregon 

Multnomah County 
Rhode Island 

Newport 

Bristol 

tah 

Salt Lake City 
Wisconsin 

Milwaukee 


lans covering all city employees — teachers 


luded but not segregated for report: 
rnia 
San Francisco 
Georgia 


Atlanta 
Maryland 
Baltimore. 
Massachusetts 
Boston..... 
Rhode Island 
Providence. 


in 





Year 
of 
report 
1939—40 
1938-39 
1939—40 
1939-40 
1939—40 
1939 
1939-40 
1939—40 
1939—40 
1939—40 
1939—40 
1939—40 
1939—40 
1939—40 
1939—40 
1939-40 
1939—40 
1939—40 
1939—40 
1939-40 
1/40 
»/30/40 
1939—40 
193 10 
1939-40 
1939-40 
1939—40 
1939-40 
1939—40 
1939—40 
1939-40 
1939-40 
1939 
1939—40 
1938 
1939 
1939-40 
1939 
1939—40 
1939-40 
1939—40 
1939 
1939 
1939 
1939 


Ledger assets 
at beginning 


of ye 
3 
$14,044 
2,519 
3,092 
485 
014 

32 S886 
1,305 
3,393 
594 
790 

51 
77,107 
90,937 
R88, 498 
173,808 
4,752 
1.388 
919 
1.662 
4,212 
19 

14 

32 

RRB 

g 

11 
3,136 
3,275 
2.958 
8 868 
7 
178.505 
> 69? 
97 

1 

87 

9? 

QO 278 
317 
19,638 
33,788 
5.653 


ar 


Os 
130 
513 


929 


154 
317 


,101 


7 


340 


O16 


699 


Total in 
ome during 
year 
1 01.5904 
1,4 19 
160.178 

5S ¢ 5 

51 

13 18 
89 249 
40.157 
Si‘ R33 
1 347.353 
10.012.128 
17.681.005 
804,149 
616.858 
014 

1 029? 
13, 80¢ 

5 x0 
5.316 

5 3 
$.090 

1, 6° 

0 3 
5.501 
1.586 

} 128 
4.953 

147 521 
06 580 
13,997 
18,174 
020,964 
36 944 
>”? 

55 ,.05¢ 
05.428 
112 
4.339 
51 443 
4,444,701 
74,4 


Total 


dis 


bursements 
during year 


»49 
1437 
134 

41 


458 


$ 


692 


Rae 


60€ 


898 
633 
000 
783 
905 
924 
136 
48 
81 
RG 
948 
747 
659 
564 
432 


908 


(Continued 


Le ger 


assets at 


close of year 
8) 
$i4 
4 384. 0 
OOS 10 
35.18 
1,41 
3 1 
{ 
3 0 
) 
S t 
0 
5 i 
1 ) 
is ; > 
50 
10 
4 
) 
i 
<1 
{ 
i 
0.0 
5.80 
1 +4 
0,4 
32. 0 
$ 


on page 44) 





























TABLE 5.—FISCAL SUMMARY OF 52 TEACHER RETIREMENT SYSTEMS (Continues 
Year Ledger assets Total in- Total dis- Ledg: 
Retirement system of at beginning come during bursements assets 
report of year year during year close of 
1 2 3 4 5 0 
(Continued from page 43) 
Mutual benefit plans: 
Alabama 
Mobile... .. . 1939 $21,040 $5,147 $5,688 $21 
Kansas L 
Leavenworth ~ ae 1939-40 33,107 3,836 2,147 34 _ 
\ 
Pension plans: M 
Arizona (statewide) 1939-40 <= 63,000 63 ,000 M 
Colorado M 
Colorado Springs...... ; la 1939-40 — . 31,000 31,000 Ne' 
_ a Saree Sit darnceees 1939-40 8,648 205 ,674 200,411 N 
Longmont.......... a ae 1940 ee ee 920 920 Ne 
a ftir dn 4 dee daihee se « ian i ae cate 2,700 2,700 , 
West Virginia (statewide).......... : 1939-40 ben ; 50,000 0 4, : 
* Other assets reported to be $527,244. l 
] 
W 
I 
I 
‘ 
Mi 
I 
Mit 
TABLE 6—GROWTH IN LEDGER ASSETS OVER TEN-YEAR PERIOD - 
Nev 
N 
Ledger assets as of Ore 
Retirement system = h 
June 30, 1931 June 30, 1936 June 30, 194( Rh 
——— des eienmblcilncpaaiate ieee seacenita teansann ‘ 
1 2 3 4 ta 
SS a Se ee | - cca licaiinsariBigacnial < 
Statewide plans: Vis 
Connecticut. ..... eT eee To eee coe er $8,051,427 $11,443,177 $14,652,173 h 
ts a nn.s wi tee N sdb ods dee Sua besvavaeehe caen cows pet 9,404 217,213 605 , 10¢ 
Maryland. ... Sse ale Walaa wa ible ‘ : , 1,557,877 4,569,105 7,891,562 I 
Sei A Maw og «seo WUE TOR EE Ce 0.08 in ala . 17,940,512 28,138,503 35,189 , 49¢ 
Michigan...... pwene ess evens . ieee eens ev one e%a 451,543 432,089 1,419,591 Cal 
Minnesota... . wes i4eeewa ‘ ian eee a OF « «sdeamitees 2,824,829 3,621,540 S 
RA ee ee ee . vows . . ery ; 125,324 195 ,698 325 ,50 re 
SA eT ree err ee ee awd wale waste a hamee ‘ 32,451,489 60 ,946 ,429 82 ,490,1 A 
New York..... Sebati eh ocadedueabWs een eens veveseesuboctdmne’ : 39,350,742 77,199,567 97 , 799 , 760 Ma 
NS hn. 4d nada ns Sade ew \ sees 6 . ery Terr 52,395 ,456 74,514,176 93,318,786 E 
RE SS a ee ie. Aaa se € aa 83,878,612 136 , 486 , 480 186 ,045 814 Ma 
Vermont. .... ee os ee Cee aidaminjatenanee 587 ,638 806 ,477 950,535 B 
Washington...... sd eewee a eve Pees eeehe Te. 352,442 170,688 2 719,95 R he 
} 
Local plans: - 
Davenport, Iowa............ swewess “ . , 2 ale ans Gin Wi 6,967 26 ,428 30,10 
Re MEIN, Baer ediccceccswtsc . eT. eee et Eee 6,885 351,402 1,015,08 
New Orleans, Louisiana.................... , Pe ee 1,561,091 2,225,011 3,460,2 — 
EC ch eed decccct cas erdowcceces me a 17,581,917 29,251,117 35,914,418 
CLC. Cu cuwenhsdacUhab dvs ctacs ves cvserrevewnes ite 1,709,001 2,687 ,662 2,995,195 
SE sg. cee eees onde bess ceedscws wine a ace wee ae 80,581,623 145,730,884 197,814,968 
Ns cc aceccak deencctecccscuseuses anid Dikin dictated 1,203 ,956 EE 2,647 , 262 
ee cai ccacydbhe eas nse tet ¥ens cobbbanece 91,562 in nicht ae 255 , 80 
[ 44] 

















in TABLE 7.—MISCELLANEOUS FISCAL DATA 
ued 
ine Total liabilities 
iger Amount Amount received Ledger assets on account of 
ts at Retirement system spent for from sale and at end of service rendered 
Of year investments maturity fiscal year to date of last 
of securities actuarial evaluation 
6 " 
l 2 3 4 5 
Statewide plan 
Connecticut. . $3 ,609 , 202 $2,697,594 $14,652,173 
0 4 Il is 7 0 0 2,982,826 a 
Louisiana 1,235,254 0 4,313,459 $15,100,8 
4 Maine... 193 ,016 73,381 605 , 106 593,170 
Maryland 398,119 275,415 7,891,561 i723 i 
Massachusetts 2,831,054 1,011,190 35,189,496 . 
Michigan 301,500 110,775 1,419,591 a 
Montana. 420,770 6,818 855.924 6.453.495 
Nevada 39,685 26 , 250 325,502 1,328,644 
3 New Jersey 10,951,135 7,655,744 82,490,177 120. 767,345 
, New York 11,225,461 3,147,516 97,799,760 184.699. 418 
Ohio 14,890,589 9,987,140 93,318, 786 94,136,561 
Pennsylvania... 27,782,191 22 ,627 ,350 186,045,814 229 371,08 
Texas iis 2,465,830 60.631 7,323,819 a 
Utah ee ‘ 297 ,047 0 1,857,955 
Vermont 56.336 26,128 950,535 10,25 
Washington » 556,105 33, 006 2.719.353 16,85 113 
Local plans: 
California 
Los Angeles $2,856,881 0 $7.713.735 $4 60 
San Diego 47,295 . 140,640 " 
Delaware 
Wilmington 222,326 
reorgia 
Augusta 3,23 $2 , OOF 16,274 . 
owa 
Davenport 0 0 30,102 0 
Des Moines , 11,828 6,378 1,015,082 ?, 258, 830 
Sioux City 7,500 »80 94,769 * 
Kansas 
Kansas City 0 0 27,465 
Leavenworth wre a . 34,796 
Pittsburg ; 6,000 4 14.140 
nee 9,750 . 11,894 . 
Louisiana 
New Orleans oe »49 157 16,500 3,460,229 * 
Michigan 
Detroit. . 7 235.808 01 600 3,383,704 . 
Minnesota 
i eae ‘ 380,275 276,049 2,995,195 3,698,676 
Minneapolis. . . we 1,153,061 473,500 9,511,233 12,334,541 
New York 
New York City.. 31,124,078 19,598 , 300 197,814,968 399 482,41 
Oregon 
Multnomah County. . 988 ,792 673,230 2,647,262 . 
), 1940 Rhode Island 
Newport. . . ’ 49 ,685 29,240 255, 806 . 
Utah 
Salt Lake City....... 11,854 29,180 280,429 
Wisconsin 
, 173 Milwaukee........... ea ias 420,000 156, 168 37,570 
5, 106 
L 562 Plans covering all city employees—teacher 
», 496 included but not segregated for report 
), 591 California 
L540 San Francisco...... ‘ $2,874,795 $389 ,944 $32,032,715 $32 ,03 15 
5, 502 Georgia 
9,177 ee 154,485 15,451 468,211 “ 
», 760 Maryland 
Rg 786 Baltimore. . 1,049 ,909 275,433 20,875,247 24,517,421 
5, 814 Massachusetts 
9.535 Boston..... 7,910, 268 3,788, 55¢ 35,914,418 §9 351,073 
», 959 Rhode Island 
Providence. ......... apa Nee " 442,000 200 ,000 5,775,885 ‘ 
0, 102 * Not available. 
5,082 » Due active members, June 30, 194 
0,229 
4,418 
5,195 
4,968 
7,262 
5 &0¢ 
‘om 
[ 45] 











III. Statistics of Membership 


The financial structure charted in section I 
and the fiscal status tabulated in section II 
should be amplified by statistics of membership, 
since differences in the assets and liabilities of 
systems as found in the foregoing pages may be 
in part explicable by differences in size of mem- 
bership. 


Total Membership 


Table 8 gives the number of active members 
in some of the older systems in 1930-31, 1935- 
36, and 1939-40. Except for Maine and Ne- 
vada, the active membership in each system 
has been relatively stable over the ten-year 
period. Maine’s system was established in 
1924; membership is optional; the noncon- 
tributory pension system was continued and 
many teachers did not join the optional con- 
tributory system because of the opportunity 
to obtain a pension without contribution. By 
1935-36 the membership had grown to be 
seven times as large as it was in 1930-31. The 
drop in the Nevada membership is due to the 
fact that a new law was enacted in 1937. 

By 1939-40, Pennsylvania was the largest 
system, with 77,834 members. However, it 
must be remembered that the Pennsylvania sys- 
tem includes all public school employees, 
whereas most of the other systems include only 


TABLE 8.—GROWTH IN MEMBERSHIP 
OVER TEN-YEAR PERIOD 





Number of active members 
Retirement system — 


1930-31 1935-36 1939-40 
1 2 3 4 
Statewide plans: 
Connecticut. . 9,771 ©, 280 9,138 
Maine. . ‘ 322 2,171 3,210 
Maryland.... 5,339 5,337 6,429 
Massachusetts . See 20,408 20,817 
Nevada... see 1,653 2,531 864 
New Jersey 26,691 27,377 29 ,329 
New York. os 42,390 45,921 48,193 
ee 48 .000 48 ,000 44,180 
Pennsylvania ‘ — 73,404 77,834 
Vermont... ‘ 480 434 461 
Washington 16,602 12,582 
Local plans: 

Davenport, Iowa... . ; 340 331 319 
Des Moines, Iowa....... 1,127 891 920 
New Orleans, Louisiana... . 1,753 1,890 1,991 
Boston, Massachusetts..... 13,088 13,732 13,914 
Duluth, Minnesota........ 744 720 679 
New York City, New York. 35,181 35,789 38,342 
Portland, Oregon.......... 1,519 ‘ 1,417 
Newport, Rhode Island. . .. 156 an 181 





teachers and other certificated employees. As 


has been noted in the preceding part of 
bulletin, New York City, New York St 
Ohio, and New Jersey are, with Pennsy]l\ 
the largest systems. 

From the data presented in Table 9 
membership history of each system may 
inferred. About half the total number enrol! 
in the older systems have withdrawn befo: 
retirement. A small proportion died before r 
tirement and less than 10 percent have bee: 
retired for superannuation, service, or disabj] 
ity. Approximately 40 percent of the tot 
number enrolled are still in service. Main: 
the only statewide system of those whic! 


have been established for a period of years 


where membership is voluntary. The prop 

tion of total enrolments in Maine that hay 
withdrawn before retirement is less than in t! 
other well-established systems where membx 

ship is compulsory. 

Rate of withdrawal from local systems is 
general lower than the rate of withdraw 
from statewide systems. There may be seve: 
reasons for this difference. Cities frequent 
have local tenure provisions which lower t! 


turnover of personnel, whereas few of t! 


states have statewide tenure. Furthermore, t! 
lower withdrawal rate in local systems n 
be due in part to the greater homogeneity of ¢! 
membership. In a statewide system, there 
doubtless great variations in different sectio 
of the state, and between city and rural teac! 
ers. Also, cities are more likely to permit n 
ried women to teach than are small towns 
rural districts. 


Effects of Tenure Laws 


Returning to the question of tenure, its be 
ing on withdrawal rate may be exemplified | 
comparison of Ohio without tenure and New 


Jersey where tenure is statewide. Ohio has 


lost by withdrawal prior to retirement 55 pe: 
cent of her total enrolment; the New Jerse 
system, established approximately the san 
time, has lost 43 percent. If the figures give: 


in Table 9 are divided by the number of year 


each system has been in operation, approxin 
tions of the annual rate of withdrawal an 
retirement may be computed. 


the report. The effect of tenure may 
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Table 10 shows 
these data for the last fiscal year—the date ot 
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further in comparing this one year 


studied 
with the average for all years in the state of 
ettec 
During 1939-40 Pennsyl 
vania lost 2846 members by withdrawal prior 


Pennsylvania where tenure became 


tive only recently. 

to retirement. In the preceding nineteen years 
the Pennsylvania retirement system was es 

tablished in 1919), a total of 85,723 members 

withdrew or an average of 4512 members a 
ar. 

The effect of tenure is not so clear-cut in the 
recently established retirement systems: Louisi 
ana, with tenure, lost 4.9 percent of the active 
membership by withdrawal during 1939-40; 
Texas, without tenure, lost 5.1 percent during 
the same year; Utah, established also in 1937, 
Ne 


vada, 12.1 percent. Utah does not have tenure 


reports the withdrawal of 12.7 percent; 


at all and Nevada has a continuing contracts 
law. These similarities and differences are not 
to be explained on the basis of tenure. It is 
probable that the differences in total 
number of active members in these systems 
from 864 in Nevada to 45,492 in 


make comparison of percents invalid. 


great 
Texas ) 


In addition to tenure laws, age and service 
requirements for voluntary and compulsory 
retirement provisions have a direct bearing 
upon the number of withdrawals before re- 
tirement and upon the number retiring for 


superannuation. Varying provisions concern- 


ing nature and proof of incapacity, as well as 
service requisites, affect the number of disabil- 
ity retirants. The proportion of withdrawals 
before retirement is naturally larger than the 
proportion of retirements (for either cause or 
both) since withdrawals before retirement are 
spread over the entire age range of the mem- 
bership; whereas retirement, especially for 
superannuation, is confined to a narrow age 


span. 
Retirement Allowances 


A much larger proportion of retirants are 
retired for superannuation or service than for 
disability. Not only are there fewer in number 
among disability retirants but also they usually 
receive smaller allowances than those retired 
for superannuation or service. The reason for 
this is that disability retirants had a shorter 
term of membership service in which to build 
up a reserve. The differences between dis- 
ability and superannuation or service retire- 
ment allowances in each system may be seen 
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from ‘Tables 11 and 12. Columns 3 to ¢ 


clusive in CAC h t ible vive the data To! al 
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to 10 inclusive give these da 


the last fiscal ve 


Columns 
those retired during 
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Table 11 shows that the average ow ( 
for superannuation or service retiremen 
granted during the last fiscal year wa vitl 
few exceptions, larger than the average when 
all living retirants of this class were onsid 
ered. The same ts true of the ave rage disab lity 
allowances reported in Table 12, but to a lesse 
degree. In a few systems a flat benefit is paid 
to all retirants. In general, the average r 
tirement allowance is increasing. ‘This is to 
be expected, since the members retiring years 


had 


longer membership service than those retiring 


after a system has been established have 
during the early years of the system’s history. 
The largest 
retirement 

New York City system. This average is 
than averages of other systems, partly at least 


average superannuation or service 


allowance, $1563, was paid by the 
higher 


because of the $9965 allowance paid to one 
retirant of the New York City system. If 
distribution of all allowances paid by all sys 


lictril 


tems were available, the spread of the distribu 
tion might show that some systems averaging 
relatively low have a more narrow spread. 


If such a were found, that system 


would be rendering greater service than those 


Situation 


systems paying extremely high allowances to 
members but having most of their re 
the 
of the distribution. For example, no system paid 


a few 
tirement allowances toward lower end 
an allowance higher than the $9965 reported 
by New York City; no system paid an average 
allowance higher than $1563, the average for 
New York 


reported by thirty-four systems is above the 
figure New York City reported as its smallest 


City; but the smallest allowance 


allowance paid. 


The average retirement allowance paid by 
eight systems was over $1000 a year. “Twenty 
four systems paid some allowances over $1000 
altho the allowance might be less 
in some of these systems. Next to New York 


City, New Jersey paid the highest allowance, 


average 





$5151. Maryland, New York State, Penn- 
sylvania, and Duluth paid some allowances 
over $4000. Louisiana, Baltimore, and San 
Francisco paid allowances over $3000. On the 
other side of the picture, nine systems paid 
allowances of less than $100 a year; eleven 


TABLE 9.—MEMBERSHIP STATISTICS 


other systems paid less than $200 a 
altogether, thirty-three systems paid les 
$500 a year. These extremes must be ke; 
mind when provisions of the Social Sec 
Act are discussed in the following secti: 
this bulletin. 


SINCE ESTABLISHMENT OF SYSTEMs 








Number Number 
of Number retired of 
members Number — active 
Year with- of For members 
Retirement system system drawn deaths super- at end 
was Total prior prior annua- For of last 
estab- Year of enrol- to re- to re- tion or dis- member 
lished report ments tirement tirement service ability ship year 
1 2 3 4 5 6 7 8 
Statewide plans: 
NN og aks Sew ians 1917 1939-40 23,402 12,977 445 788 54 9,138 
DRG Foca ho wcwe sank cae kadtes da accbis 1939-40 in " 7 a n 35 
DNS SIS a hiivicdudas ea 1936 1939-40 16,292 1,772 134 160 40 14,180 
Maine... ee er ee 1924 1939-40 4,335 1,048 17 0 0 3 
MS 0. 6S. 4.5.6 bebe acess vewce a 1927 1939-40 12,394 5,265 180 402 118 6,4 
SS Oe en 1914 1939 54,494 28 , 860 1,408 3,217 192 20 
IN aia a sie a/al dcgtaehaeracmisis arnt 1937 1939-40 105,894 (<——73,328——> ) 1,820 372 30 
Se =e pee ; 1931 1939-40 10,574 861 i j 20 8.05 
Ee ee ee ee ‘ 1937 1939-40 . s “ s a : 
Nevada.... oeaed 1937 1939-40 1,035 171 4 9 0 864 
re 1937 1939-40 363 33 1 0 0 3 
ee a eee 1919 1939—40 61,517 27,611 1,459 2,792 326 29 
ST WH: wiccscadwee 1920 1939-40 109,578 53,604 1,796 4,594 1,391 48 
SNS Sik code Wie bide d Klers Sareea 1920 1939-40 125,348 69,243 4,365 5,982 1,578 44.1 
Pennsylvania. . 1919 1939-40 185,000 88,569 10,125 6,730 1,742 77,834 
| eee ee 1937 1939-40 49,810 4,019 299 0 0 45,49 
re) ee eee ene 1937 1939-40 5,810 1,017 32 102 12 4,648 
ET a het Wis ds 0's «6. deni e a alors 1919 1939-40 1,048 587 33 87 14 rT 
WUE Ce ns cv webes 1937 1939-40 13,726 999 59 285 80 12,58 
Local plans: 
California 
Los Angeles 1937 1939-40 15 ,036 556 168 447 215 13,65 
EE so 3 Secudece bea ued os 1940 2/1/40—- 1,257 43 0 48 3 1,1 
6/30/40 
Delaware 
Wilmington 1911 1939-40 1,5% 871 35 97 2 
Georgia 
CR A Cis ale tela Wa aod bw as 1914 1939-40 545> 188> 14> 18> 15 
Iowa 
I A a5 acts 0 astneg wan eee 1930 1939-0 469 92 19 36 3 
I On UN soo vo baa coe et 1918 1939-40 1,191 159 16 81 15 
Kansas 
Pittsburg. . 1937 1939-40 152 22 1 0 0 
RE OE SPO Bok ABU 1937 1939-40 144 3 0 3 0 138 
Louisiana 
New Orleans. 1910 1939-40 3,877 1,331 166 316 74 1 
Maryland 
EE Ee ee 1926 1939-40 5,413 892 187 670 107 
Michigan 
ee eee 1923 1939-40 . * . ® a 
Minnesota 
IRS Se aR ten 1921 1939-40 2,619 1,778 35 119 8 
ic twiiee «Seeds hates 1924 1939 4,243¢ 236 191 438 0 3.4 
New Hampshire 
Gal cocks ts dean ieocces 1926 1939-40 306 134 4 17 
New York 
New York City ... 1917 1939-40 56,235 (<—10,66i1——->) ( <—7,232——> )__ 38.34 
Oregon 
Multnomah County........... 1929 1939-40 1,907 178 73 210 29 1,4 
Rhode Island 
Aen ds ie twash +s ib eie 1904 1939-40 351 257 2 15 1 
ee ee ere ee 1933 1939-40 220 35 4 12 3 
PC VeUrGl tc stuacesetsde 1923 1938-39 2,103 514 69 151 18 1 
Utah 
Mas x 6S capeccctevsne 1917 1939-40 * « s « a : 
Wisconsin 
SE eee Pee eee 1919 1939-40 . ® ® ba ° ’ 
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STEMS 





Number 
of 
active 
nembers 
at end 
of last 
nember 
hip year 


20,817 


30.374 





TABLE 9.—MEMBERSHIP STATISTICS SINCE ESTABLISHMENT 


OF SYSTEMS (Continued) 





Retirement system 


Plans covering all city employee 
teachers included but not segre 
gated for report 

ilifornia 

San Francisco 

Georgia 

Atlanta 

Massachusetts 
Soston 


Mutual benefit plans 
\labama 

Mobile 
Kansas 

Leavenworth 


Pension plans: 
(no membership in this sense 


Arizona (statewide 
Colorado 
Colorado Springs 
Denver 
Longmont 
Pueblo 


West Virginia (statewid« 





* Data not available 
> Records are incomplete 
© Excludes re-entrants 





no data 


¢ 


Number 
of 
members 
Year with 
system drawn 
was Total prior 
estab- Year of enrol- to re 
lished report ments tirement 
3 4 5 
1921 1939-4 23,176 6,549 
1927 1939 2,324 149 
1922 1939 26,074 6,124 
1916 1939-40 
1927 1939-40 155 
1912 1939—40 
1917 1939-40 
1939-40 
1939 1940 
1916 1939-40 
1939 1939—40 


period 1914-192 


Number retired 


Number 
of For 
deaths super 
prior annua- For 
to re- tion or dis 
tirement service ability 
¢ x 
81 » 249 
3 145 
j S55 
r ( 
a0) 
55 
411 5 
3 
5 
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Number 
of 
active 
members 
at end 
of last 
member 
ship year 








TABLE 10—MEMBERSHIP STATISTICS FOR LAST FISCAL YEAR 





Number of Number of retirements 


deaths during year Number 
Year of Number of among ——— -—— active 

Retirement system report members active For super- members 
withdrawn members annuation For at end 


during year during year or service disability fiscal ye 





1 2 3 4 5 6 

Statewide plans: 
0 ee ae eee ‘ 1939-40 789 30 41 3 9 
Illinois...... ee re ; sid Gills 1939-40 4,000« 2008 3008 Os 35 On 
Louisiana. ... < er 1939-40 699 41 30 10 14.180 
Maine...... ‘ : anne , 1939-40 291 3 0 0 3, 271 
Maryland..... , ree tee 1939-40 348 17 35 9 6,4 
Massachusetts. . . re ae ee ; 1939 846 76 218 10 20.81 
er oo ek a:6.vink <cieeee become 1939-40 2,337 b 191 40 30,374 
I i te oii, sie br accase oie ee we ‘ 1939-40 b b t b 8,05 
EE ee ee ee eee + : 1939-40 b b t b 
OS See snk skchteedkhes wae 1939-40 105 1 3 0 864 
New Hampshire............. Reis wee 1939-40 18 0 0 0 3 
2 Sere Te 1939-40 855 82 161 32 29 ,3 
New York... . , ee 1939-40 2,635 103 356 66 48,19 
Ge cadex ; weak bes 1939-40 2,466 308 421 87 44,180 
Pennsylvania. .... edi ail : 1939-40 2,846 461 509 91 77,834 
c,) _a : 1939-40 2,340 134 0 0 45,492 
a a oat 1939-40 590 10 41 5 4,648 
Vermont... . 1939-40 22 2 8 1 461 
Washington ae 1939-40 999 35 107 46 12,58 

Local plans: 
California 

Los Angeles. 1939-40 273 62 445 215 13 ,65¢ 

San Diego. . 2/1/40— 43 0 48 3 1,163 

6/30/40 

Delaware 

Wilmington — arash aanten kad 1939-40 23 2 4 1 58 
Georgia 

Augusta.... 1939-40 13 0 4 1 31¢ 
lowa 

Davenport....... ORR ee - a 1939-40 il 2 6 1 319 

Des Moines We iibeataet . “— 1939-40 35 2 21 4 92( 

Sioux City. . , : 1939-40 b t 2 0 55¢ 
Kansas 

Kansas City i j 1939-40 4 1 8 1 906 

Pittsburg. . ey <i ee 1939-40 10 0 0 0 131 

Salina...... ; : ; tr 1939-40 0 0 0 0 138 
Louisiana 

New Orleans ’ , 1939-40 70 7 31 6 1,991 
Michigan 

Detroit... as " Te ; 1939-40 27 31 65 10 } 
Minnesota 

Rr . 1939-40 24 5 10 0 6 

Minneapolis. . . . 1939 18 17 50 0 3,43 
New Hampshire 

Concord..... 1939-40 4 0 4 0 151 
New York 

New York City. . ; 1939-40 t b t b 38,34 
Oregon 

Multnomah County.... ; 1939-40 19 5 33 8 1,41 
Rhode Island 

Bristol. ...... ; 1939-40 b b t b 

ES aebhcescatens dees 7s ; 1939-40 9 2 4 0 181 

Providence... .. ages i ‘ seen 50 6 & 1 1,35 
Utah 

Ci... \ccawese ee bab wah 5 1939-40 b b t b 
Wisconsin 

rss Kesdhsdtiubet bSesenneen yess 1939-40 b b 20 4 2 ,62¢ 

Plans covering all city employees—teachers 

included but mot segregated for report: 

California 

San Francisco eeedeas a aa ales . 1939-40 858 123 142 48 12,441 
Georgia 

Atlanta........ ee rer yy ee ee 1939 31 7 19 1,997 
Maryland 

Baltimore. ..... : cog husiweeneedaeaee 1939-40 b b b t 11,088 
Massachusetts 

ee oe eer er is 1939 463 122 170 37 13,914 
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TABLE 10—MEMBERSHIP STATISTICS FOR 


LAST FISCAL YEAR (Continued) 





Retirement system 


Vutual benefit plan 
Alabama 
Mobile 


Leavenworth 


Pension plans: 
(no membership in this sense) 
Arizona (statewide 


jlorado 
Colorado Springs 
Denver. 


Longmont 
Pueblo P os 
West Virginia (statewide) 


® Approximations. 
>» Data not available 


Number of 
members 
withdrawn 

during year 


Year of 
report 


1939-4( 


1939-—40 t 


1939-40 


1939-40 
1939-40 
1940 

1939-40 
1939-40 


© Includes deceased as well as disabled 


Number of 
deaths 
among 
active 

members 


during year 


Number of retirements 
during year Number of 
active 


For super members 


annuation For at end of 
or service disability fiscal year 
5 6 
t 
( i 
20 { 
l 
4 6 





TABLE 11.—SUPERANNUATION OR SERVICE RETIREMENT ALLOWANCES 





Year 
Retirement system of 
report 
1 2 
Statewide plans: 
Connecticut... 1939-40 
Illinois...... 1938-39 
Louisiana. . 1939-40 
Maine 1939-40 
Maryland 1939-40 
Massachusetts 1939 
Michigan 1939-40 
Minnesota. . 1939-40 
Montana... 1939-40 
Nevada..... 1939-40 
New Hampshire 1939-40 
New Jersey 1939-40 
New York 1939-40 
Ohio.... 1939-40 
Pennsylvania 1939-40 
Texas _ 1939-40 
Utah . 1939-40 
Vermont..... 1939-40 
Washington. 1939-40 
Local plans: 
California 
Los Angeles. . 1939-40 
San Diego..... 2/1/40- 
6/30/40 
Delaware 
Wilmington... 1939-40 
Georgia 
Augusta...... 1939-40 
lowa 
Davenport 1939-40 
Des Moines 1939-40 





Retired for superannuation or service 


since establishment of system 


Total 


Retired for superannuation or service 


during year of report 


Total 
number Allowances number Allowance 
of living of living 
retirants Smallest Average Largest retirants Smallest Average Largest 
3 4 5 6 8 ) 10 
535 $500 $724 $1,502 41 $500 $770 $1,191 
1.5608 4008 4504 6008 30068 4008 425" 6008 
139 8 393 3,326 30 13 469 ( 
0 0 
318 70 746 4,740 34 315 833 2,121 
2,095 13 866 2.060 218 114 1.04¢ 04 
1,368 500 82? 1.200 
t t 
58 120 410 720 16 120 39 yl 
38 600 600 600 3 600 Om 6K 
0 0 
1,973 99 1,464 5,151 161 121 1,476 4,838 
3,475 183 1,015 4,431 356 183 1.124 » 200 
4,671 23 781 1,899 421 41 Sic 1,608 
4,065 240 899 4,500 509 240 1,200 5.000 
0 0 
96 81 762 1,625 41 524 854 1,542 
76 152 311 80 9 152 206 510 
262 139 474 560 102 139 505° 560 
436 240 604 1,063 445 240 604 1,063 
48 187 535 673 48 187 535 673 
50 240 394 400 4 240 360 400 
16 540 540 540 5 540 540 540 
32 480 480 480 6 480 480 480 
60 370 454 480 21 375 454 480 


(Continued on page 52) 





























TABLE 11.—SUPERANNUATION OR SERVICE RETIREMENT ALLOWANCES 
(Continued ) 
Retired for superannuation or service Retired for superannuation or servic¢ 
since establishment of system during year of report 
Year Total Total 
Retirement system of number Allowances number Allowances 
report of living - - — —— of living — ——_——— 
retirants Smallest Average Largest retirants Smallest Average Largest 
1 2 3 4 5 6 7 S 9 10 
(Continued from page 51) 
Kansas 
Pittsburg. . 1939-40 0 wile ““eesed 0 ; ; , 
Salina...... . 1939-40 2 $500 $500 $500 2 $500 $500 $504 M 
Louisiana Mal 
New Orleans ... 1939-40 115 300 826 1,704 18 372 1,000 1,464 M 
Maryland Mi 
Baltimore. . . ... 1939-40 483 221 1,215 3,090 46 408 1,356 6 Min 
Michigan Mol 
| ae woskes Sa 395 1,320 1,320 1,320 65 1,320 1,320 1,3 vev 
Minnesota Nev 
ae ..... 1939-40 694 141 1,111 4,178 10 277 825 1,5 . 
Minneapolis........ 1939 333¢ 7 540 2,163 50 9 599 1.2 yew 
yO eee nn? sauee eae OSG OO ae 0 RNRR skews, 8 “BY GSs “ 
New Hampshire : 
Concord........ . 1939-40 14 198 669 1,000 3 600 658 77 @ 
New York a 
New York City .. 1939-40 5 ,048t 197! 1,563! 9,965! 634! 387! 1,727! 9 , 9 j 
Oregon 
Multnomah County... 1939-40 177 900 900 1,200 33 900 900 900 
Rhode Island [ 
OO ee . 1939 3 tka a ee P) evses 300 — 
Newport..... hacen ae s 1.058 1,159 1,331 2 971 1,105 1 a 
Providence... .. . 1938-39 117 104 583 1,521 8 672 826 9 m 
Utah 
Salt Lake City. . . 1939-40 103 472 589 600 16 559 596 604 es 
Wisconsin ; 
Milwaukee........... 1939-40 b 400 1,036 1,200 20 400 1,101 1, 201 . re 
Plans covering all city | 
em ployees—teachers in- ; . 
cluded but not segre- ws 
gated for report: ~ 
California re 
San Francisco......... 1939-40 8908 6 764 3,545 1128 152 931 2,073 aa 
Georgia “ 
Atlanta........ ee. b b b 100 b b b 100 a 
Massachusetts = rs 
Pe cuasees. 2 1,643! 54 865! 4,295¢ 207! 238! 1,079! ot Mi : 
Mutual benefit plaus: m. 
in! 
Alabama Dt 
Mobile. . . . 1938-39 6 360 360 360 0 eccce eocee 8 — wo 0 we M 
Kansas St 
Leavenworth.......... 1939-40 6 158 348 500 3 158 195 241 baal 
Pension plans: a 
Arizona (statewide)...... 1939-40 6 600 600 600 b 600 600 600 Ne 
Colorado reg 
Colorado Springs...... 1939-40 55 480 560 600 > -iexs  aeees on M 
DIOMPEP cccccscces. . 1939-40 291 600 600 600 20 600 600 600 R nae 
Longmont........ 1940 3 140 180 600 3 140 180 600 Br 
ee ‘ 1939-40 4 540 540 540 1 and 540 “e Ne 
West Virginia (statewide). 1939-40 60 250 402 509 60 250 420 509 Pr 
® Approximations. ah 
» Data not available. - Sal 
© This does not include 652 brought forward from the former retirement funds on April 1, 1938, at $40 a month each. = 
“ This does not include sixteen retired under former plan in eperation 1910 to 1921 under which the minimum allowance was Mi 
$333, maximum $500. 
* This does not include those retired under former plan. Pl 
f Includes disability retirants also. ‘ 
* Includes all city employees except firemen and police. ; 
* Maximum allowance under provision for payment of half-salary allowance. } 
Calife 
Sar 
Georg 
Atl 
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TABLE 12.—DISABILITY RETIREMENT 


ALLOWANCES 





Retirement system 


Statewide plans: 
Connecticut. 
Illinois 
Louisiana 


Maryland. 
Massachusetts 
Michigan.... 
Minnesota 
Montana....... 
Nevada 

New Hampshire 
New Jersey 

New York 

Ohio ne ee 
Pennsylvania. . 
Texas. 

tah. es 
Vermont..... 
Vashington. . 


Local plans: 
California 

Los Angeles. . 

San Diego. . 


Delaware 

Wilmington 
Georgia 

Augusta 
lowa 

Davenport. . 

Des Moines. 
Kansas 

Pittsburg. . 

Salina...... 
Louisiana 

New Orleans 
Maryland 

Baltimore. 
Michigan 

Detroit..... 
Minnesota 

Duluth 

Minnesota 

St. Paul 
New Hampshire 

ee 
New York 

New York City .. 
Uregon 

Multnomah County 
Rhode Island 

Newport. . ; 

Providence. .... 
Utah 

Salt Lake City. . 
Wisconsin 

Milwaukee... .. 


Plans covering all city 
em ployees—teachers 
included but not seg- 
regated for report: 

California 
San Francisco. 
Georgia 
Atlanta 


ee 


Year of 
report 


1939-40 
1938-39 
1939-40 
1939—40 
1939-40 
1939 

1939-40 
1939-40 
1939-40 
1939-40 
1939-40 
1939-40 
1939-40 
1939-40 
1939-40 
1939—40 
1939-40 
1939-40 
1939-40 


1939-40 
2/1/40- 
6/30/40 
1939-40 
1939-40 


1939-40 
1939-40 


1939-40 
1939-40 


1939-40 
1939-40 
1939-40 
1939-40 
1939 

1939-40 
1939-40 
1939-40 
1939-40 
1939 

1939-40 
1938-39 
1939-40 


1939-40 


1939-40 


1939! 


Retired for disability since 
establishment of system 


Total 
number 
of living 
retirants 


16 
0 
326 
855 
800 
870 
0 
g 
10 


35¢ 


200 


0 
0 


76 


101 


260¢ 


Smallest 


$87 


1608 


89 
189 
300 


186 
303 


300 


639 


204 
400 


360 


Allowance 


Average 


$353 
3008 
232 
415 
457 


527 


319 
398 
849 
535 
450 
550 
343 


265 


321¢ 


493 
467 
260 
540 


320 
335 


392 


656 


449 


300 
309 
388 
555 


660 


519 


Retired for disability during 


Total 
number 
of living 

Largest retirants 
6 
$573 1 
4008 108 
532 10 
0 
we 9 
1.066 10 
1,200 
600 
570 0 
0 
t 32 
1.835 66 
845 S 
800 i 
0 
546 5 
612 1 
360 1 
738 215 
540 3 
291 0 
540 
1 
43 4 
0 
0 
600 1 
1,409 5 
1.2908 10 
0 
0 
900 & 
0 
0 
1,482 i 
600 2 
960 4 
1,473 40 


year of report 


Allowance 


Smallest Average 
~ ) 

$546 
$2008 3508 
118 65 
220 364 
499 696 
186 OG 
139 823 
225 586 
168 441 
240 750 
360 474 
482 

240 316 
136 491 
321 467 
540 540 
320 

11 357 
508 

402 639 
580 984 
681 712 
6006 

600 600 
408 560 
51 601 


Largest 


1.886 


1,480 


oO 


900 


600 


ORO 


1,473 


(Continued on page 54) 
































TABLE 12.—DISABILITY RETIREMENT ALLOWANCES (Continued) 
Retired for disability since Retired for disability during 
establishment of system year of report 
Total Total 
Retirement system Year of number Allowance number Allowance \ 
report of living - — - of living - 
retirants Smallest Average Largest’ retirants Smallest Average Largest 
_— — — - — eee - - — - aT 
1 2 3 + 5 6 7 8 9 \ 
ne . a wht 
(Continued from page 53) we 
Maryland wl 
Baltimore... . . 1939-40 76 $188 $656 $1,409 5 $402 $639 : 
Massachusetts 1d 
Boston... . 1939 4 y- ads 4 ini 
Mutual benefit plans: ' 
Alabama 
Mobile......... . 1938-39 11 1! 16 26 0 . 
Kansas Se( 
Leavenworth...... 1939-40 b t t b b t 
Pension plans: 
Arizona (statewide) . 1939-40 b 600 600 600 b 600 600 OK 
Colorado , 
Colorado Springs ... 1939-40 b 5 b b b e b | 
Tee 54 174 G 600 4 148 t in 
OO ee 1940 b b b b t t b 
nt RaSh a0:e 00 0-08 1939-40 b b b d 5 b b its 
West Virginia (statewide). 1939-40 3 250 326 374 3 250 326 It 
® Approximations. fed 
» Data not available. . 
© This does not include 70 brought forward from the former retirement funds on April 1, 1938, with an aver ng 
allowance of $22.38 per month. 
4 Disability retirants not separated; see Table 11 for total group retirants 
® Includes all city employees except firemen and police. wh 
* No provision for disability retirement. ' 
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IV. Possible Extension of Federal Social Security to Teachers 


Materials in the foregoing sections may be 
compared with similar data under the federal 
social security program from which teachers 
have been, so far, excluded. Section IV de 
scribes the provisions of Title II of the federal 
Social Security Act, the 
which might be payable to teachers if they 
were included under the Act as it is now 


estimates benefits 


written, and discusses the advantages and dis 
advantages of coverage of public employees 
under the federal Act. Acknowledgment is 
made to the Social Security Board for advice 
and assistance on the technical aspects of this 


section. 
Description of Social Security Act 


Ever since the Social Security Act was passed 
in 1935 there have been proposals to extend 
its coverage to groups originally excluded. 
It should be kept in mind that the present 
federal law contains seven main sections deal 
ing with: 
assistance, 


for old-age 


government 


(a) Grants to states 
whereby the federal 
providing financial aid to needy persons over age 
sixty-five. The only individual qualifications for 
these provisions are age and financial need—type 
of occupation is immaterial. 

(b) Old-age insurance benefits. In 
visions persons employed in certain types of oc- 
cupations are excluded. ‘The proposal to extend 
social security to public employees, 
teachers, refers to this section only. 
for benefits from $10 to $85 a month, depending on 
average salary earned, to be paid to workers at age 
sixty-five or to their families if the worker dies 
even before age sixty-five. 

(c) Grants to states for unemployment compen- 
sation administration. ‘Teachers are not included 
under this section nor is there any proposal to 
extend unemployment benefits to teachers. 


joins states in 


these pro 


including 
It provides 


(d) Grants to states for aid to dependent 
children. 
(e) Grants to states for maternal and child 


welfare. 
(f) Public health work. 


g) Grants to states for aid to the blind. 


Occupation and employment by private o1 
public employers have no bearing on eligibility 
for any benefits under the Social Security Act 
except (b) and (c) above. The exclusion of 
public employees from (c) will 
definitely, perhaps permanently, 


continue in- 
as there are 
many reasons why these provisions are inappli- 
cable to public employments. 


It is Title II of the Act, (b) above, which 
has been discussed in relation to public em 
ployees. Often it is discussed as “‘the extension 
ity to teachers.” The pro 
under Title II will be described briefly. 


of social security ons 

Employees pay into the Federal Old-Ags 
and Survivors’ Insurance Trust Fund 1 percent 
of annual salary up to $3000; this percent is 
to be increased gradually until January 1, 
1949, when it 
Employers are taxed at the same rates as em 


will thereafter be 3 percent. 
ployees. 
Old-age 


are based on the worker’s ‘‘primary insurance 


and survivors’ insurance benefits 


benefit,’’ which is computed as follow 
(a) Forty percent of the average monthly wage 
up to $50 and, in addition, 10 percent of the 
over $50 up to $250 
(b) 
under 


vages 


of the 
multiplied by 
$200 o1 


wages in cove 


total 
the 
was paid to 


One percent amount computed 


(a) number of years in 


which more the worker as 


red employment. 
is the worker's 


(a) and (b) 


primary insurance benefit which is paid monthly 


The sum of 


to the worker when he becomes sixty-five years 
of age. If he is a married man he gets in addi 
tion a sum equal to half his primary insurance 
benefit for the support of his wife, if and when 
she becomes sixty-five. If he has a dependent 
child under age sixteen, or eighteen if still in 
school, he gets another 50 percent of his pri 
mary insurance benefit for the support of his 


child. 


sixty-five, a widow with children gets three 


If the worker dies, even before age 


fourths of his primary insurance benefit and 
for each child one-half his primary insurance 
benefit until each child is sixteen, or eighteen 
if he remains in school. If he dies without wife 
or child his dependent parents each get one 
half of his primary insurance benefit if and 
If he dies with 
out wife, child, or dependent parents, his estate 


when they are age sixty-five. 


is paid a lump sum death benefit. Minimum 
and maximum benefits payable are $10 and $85 
a month, respectively. 

After contributing to social security for 40 
calendar quarters (less is required for those 
reaching sixty-five before 1957) in which the 
worker has earned at least $50 a quarter, he 
is permanently qualified for benefits even if he 
never again works in a “covered” employment 
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(that is, an occupation “covered” by the social 
security law). 

For the past few months the discussion has 
centered around a bill introduced into Congress 
in August 1940. This so-called Wagner bill 
(S. 4269 and its companion bill H. R. 10384) 
would have extended the old-age and survivors’ 
insurance benefits to certain groups, including 
public employees. Before discussing the ad- 
vantages, disadvantages, and the constitutional 
problems involved in extending these provisions 
to public employees, it might be well to deter- 
mine just what teachers would have to con- 
tribute and what they would get out of cover- 
age under Title II. 
































































Retirement Benefits 


The average salary of teachers, supervisors, 
and principals in Continental United States 
was $1374 in 1937-38.' If teachers were cov- 
ered under Title II of the Social Security Act 
immediately, a hypothetical teacher earning 
the average salary of $1374 would have to con- 
tribute at the rate of | percent of salary during 
1941 and 1942 ($13.74 each year); during 
the next three years he would have to con- 
tribute at the rate of 2 percent of salary 
($27.48 each year). In 1946, 1947, and 1948, 
the annual contributions would be on a 2% 
percent basis, or $34.35 each year. After De- 
cember 31, 1948, the rate of contribution sta- 
bilizes at 3 percent of salary. Therefore the 
average teacher’s contribution would be $41.22 
annually so long as he remains teaching at the 
average salary of $1374 a year. If this hypo- 
thetical average teacher were to remain in 
teaching until age sixty-five, if it were in 1971, 
or thirty years after he began contributing 
under the Social Security Act, he would receive 
an old-age benefit on the basis of the formula 
outlined of $412.68 a year. If he is a married 
man he would expect to receive additional 
benefits for wife at age sixty-five and for 
eligible children. 

This hypothetical teacher would have con- 
tributed to social security during a 30-year 
period of covered employment, from 1941 on- 
ward, $1119.81. When he began to draw bene- 
fits at age sixty-five he would at $412.68 a year 
have his contributions returned as benefits dur- 
ing the first three years. 

The benefit of $412.68 comprises 30 per- 
cent of the salary of $1374. Calculation may be 





1 Advance figures released by the U. S. Office of Education. 


made of the proportion which the averag 
tirement allowance, as reported in Table | 
is of the average active salary paid in the state: 
respectively. Table 13 is offered as a basis { 
further comparison. It should not be inferr 
from a table comparing benefits that so 
security, if extended to teachers, is a substitu, 
for teacher retirement systems. However, : 
make a comparison is the natural reaction 0; 
those teachers who are now members of teache: 
retirement systems and Table 13 is presente 
to furnish data for an objective comparison 
comparison is to be made. 


TABLE 13.—COMPARISON OF AVER 
AGE ANNUAL SALARY WITH RE 
TIREMENT ALLOWANCES PAID AND 
SOCIAL SECURITY BENEFITS EST! 
MATED 





Primary insuran 


Average benefit assuming 

Average retirement 30 years’ servic: 

State annual allowance under Social Secur 

salary paid ity Act, Title II, at 

1937-38" 1939-40 salary given in 

column 2 
1 2 3 4 

Connecticut . .. $1,862 $724 $476 
lilinois....... 1,608 450 443 
Louisiana. ... . 982 393 362 
Maryland..... 1,564 746 437 
Massachusetts.... 2,009 866 495 
Michigan....... 1,586 822 440 
Montana....... 1,077 410 374 
Nevada...... 1,465 600 424 
New Jersey.. 2,006 1,464 495 
New York.. ies Sea 1,015 536 
Se 1,506 781 430 
Pennsylvania 1,593 899 441 
ear » feane 762 406 
Se Spare 952 311 358 
Washington....... 1,746 474 461 





® Advance figures released by the U. S. Office of Educat 

Read table as follows: Average annual salary paid in ( 
necticut during 1937-38 was $1852: average retirement a 
ance paid during 1939-40 was $724; primary insurance bene! 
a teacher might expect under Title II of the Social Security A 
would be $476, provided the teacher earned $1862 for a thirt 
year period covered by the federal Act. 





Death Benefits 


Death benefits in the form of annuity pa) 
ments to qualified dependents are also based on 
the primary insurance benefits. For an examp! 
of the death benefits payable under the Socia 
Security Act, Figure X XV makes the compar! 
son with the benefits due under the Michiga' 
teachers retirement law. 

Michigan teachers contribute to the teachers 
retirement fund 3 percent of salary, maximun 
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¢9() a year. At age sixty after thirty years of 
service, the teacher may retire on one-half 


calary, maximum $1200, minimum $600. The 


average salary for male teachers in villages and 
cities outside Detroit was $1670 in 1937-38. 
Assume that a male teacher in Michigan has 
an average level annual salary of $1670. He 
began teaching in Michigan 
1930. He was thirty-five on January |, 1941, 


in September 
when the social security provisions were, let us 
sav, extended to cover teachers. He is married 
and has three children, ages seven, four, and 
two at that time. The figure shows the value 
of survivors’ benefits at the teacher’s death at 
various ages. Under the present state teachers 
retirement plan a lump sum death benefit is 


Social Security Act, the 


widow and children under eighteen would r« 


payable. Under the 


ceive monthly benefits until all children are 18 
the widow would also receive an old-age pen 


sion when she is sixty-five. 


Withdrawal Benefits 


the men 


Most 


ber’s contributions if the member withdraws 


retirement systems refund 
from teaching under the system. Many indi 
ot 


teacher retirement systems have opposed exten 


viduals who are now members existit 


sion of social security because under the federal 
plan ‘they could not get their money back.” 
This feature, apparently a disadvantage in 


puted to the social security provisions, may be 


FIGURE XXV. VALUE OF BENEFITS AT TIME OF DEATH OF HUSBAND 
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in reality an advantage. When a teacher with- 
draws his money from a teacher retirement 
fund upon leaving the system, what becomes 
of the money? Is it spent for current needs, is 
it invested, or is it turned into an old-age 
annuity insurance policy with a reliable com- 
mercial insurance company? Contributions to 
the social security fund are not returned if the 
individual leaves a covered employment but are 
kept for him in the Federal Old-Age and Sur- 
vivors’ Insurance Trust Fund where they pro- 
vide him an old-age benefit when he is sixty- 
five or pay benefits to his survivors if he dies 
before sixty-five. 

Wisconsin provides for a deferred annuity 
payable after age fifty to members who with- 
draw from teaching but who leave their contri- 
butions in the retirement fund. Pennsylvania 
also gives the option of a cash refund at time 
of withdrawal or a deferred annuity. Com- 
parison of the deferred annuity value under the 
Pennsylvania system and under the Social Se- 


curity Act has been worked out for a hyp 
thetical teacher as follows: 

The Pennsylvania minimum-salary 
specifies for elementary teachers in first-clas 
districts a minimum annual salary of $12( 
with ten annual increments. After $2200 ; 
further increments are legally required. It js 
probable that many teachers remain at this 
level. A large proportion of elementary teacher; 
are unmarried women. Assume that a womar 
teacher began in September 1940 at the lowes: 
salary, at age twenty-two, and does not marr; 

What is the insurance value at permanent 
withdrawal from the federal old-age and sur 
vivors’ insurance system and from the Penn 
sylvania School Employees Retirement System’ 
The latter provides that a teacher may wit 
draw all deposits with interest (4 percent 
may elect to receive as a deferred annuity t 
actuarial equivalent. Pennsylvania teachers con 
tribute such percent of their salary as is com- 
puted to be sufficient with regular interest + 











FIGURE XXVI. DEFERRED ANNUITY VALUE AT PERMANENT WITHDRAWAL 
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provide at age sixty-two an annuity equal to 
1/160 final salary for each year of service after 
Tune 30, 1919; but if more than 5 percent the 
reacher may elect to contribute 5 percent. 

Figure X XVI shows deferred annuity value 
of this teacher’s old-age benefits under social 
security and under the Pennsylvania Public 
School Employees Retirement Fund. Up to age 
forty-five the value of the social security bene- 
fits is greater than the insurance value of the 
benefits under the retirement fund. After age 
forty-five there is an advantage to the retire 
ment fund. At age sixty-two when the teacher 
may retire voluntarily the insurance value of 
her benefits under the retirement fund jumps 
from approximately $5400 to $11,000. The 
retirement benefits in Pennsylvania are far 
superior in the typical case to those under social 
security ; but the insurance value at withdrawal 
before retirement is about equivalent. 


Migratory Teachers 


One problem which the teacher retirement 
systems have not been able to solve is that of 
the migratory teacher. Tables 9 and 10 in sec- 
tion III of this bulletin showed the large num- 
bers of members withdrawing prior to retire- 
ment. Certainly not all of these members are 
leaving the teaching field; some are leaving to 
take positions in other states. The localities to 
which they move may or may not have retire- 
ment systems; they may or may not get credit 
in the new retirement system, if there is one, 
for the years of service in the former system; 
their final employment may or may not be in a 
school which has a retirement system; or they 
may or may not be able to meet the retirement 
service qualifications in order to draw a benefit 
at time of retirement. An interchange of credit 
for amount of deposits in teacher retirement 
systems is impracticable as long as there are 
some states having no systems and other states 
having financially unreliable systems. 

Those who withdraw in order to go into 
business or some other professional work are 
penalized by most existing teacher retirement 
systems since credits toward an old-age pension 
are not kept for them but the money they have 
contributed is merely returned, with or without 
interest. 

The Social Security Act, knowing no state 


| boundaries, serves as a backlog so that, regard- 
i less of where one works, regardless of how 


many moves are made, and regardless of the 


type of employment (just so it is covered under 
social security ), the contributions are continued 


and the benefits paid. 
No Conflict in Benefits 


Act does not 


benefits; all but one statewide 


The Social Security 
for disability 


prov 1d¢ 


joint-contributory teacher retirement plan 
make provision for disability retirement. No 
statewide teacher retirement system provides 
for benefits payable to dependents in case the 
member dies before retirement. This provision 
is one of the strong points of the Social Secu 
rity Act. There are, therefore, features of the 
Social Security Act which are not available to 
members of teacher retirement systems; and 
there are provisions under most teacher retire- 
ment systems which are not found in the Social 
Security Act. It would appear on the surface 
then that the reasonable thing to do is to seek 


to acquire benefits under doth social 


ecurity 


and teacher retirement systems. 


Difficulties Involved 


The future is not, however, as simple as it 
would appear on the surface. There is, first of 
all, the question of whether or not school dis- 
afford to 
contribute both to the retirement fund and to 


tricts or individual teachers could 
the social security fund out of money already 
inadequate. It has been suggested that school 
districts would pay their employer’s contribu- 
tions out of the funds budgeted for payment of 
teachers’ salaries; then, running short of funds, 
they might cut salaries of teachers. In such an 
event, the teachers would be paying the em- 
ployee and the employer taxes. Few teachers 
could afford to do this and, even if they could, 
it would be an unfair situation. 

It has been argued that if social security is 
made compulsory local pressure would force 
state legislatures and local schoolboards to 
abolish or radically reduce payments to and 
benefits of existing teacher retirement funds. 
It is practically certain that there would be a 
constant attempt to do just this by politicians 
and taxpayers who wish to gain prestige thru 
an “economy program.” This is one of the 
difficulties which may be expected if teachers 
are covered by the Social Security Act and also 
by a state or local retirement system. 

There is, in addition, the problem of whether 


taxation on public employers is constitutional. 
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There is no express prohibition in the Consti- 
tution which would prevent federal taxation 
of public employees or public employers. The 
restriction thruout the years has been based on 
case law. It started when Chief Justice Mar- 
shall, in 1819, announced that “the power to 
tax involves the power to destroy.” He held 
that a state law taxing federal bank notes was 
unconstitutional.2, When in 1871, a federal 
income tax law was applied to a state employee, 
it was held to be unconstitutional.* Altho Mar- 
shall had recognized the supremacy of the fed- 
eral government, the court in 1871 did not: 
“If the powers granted the federal government 
are exempt for the sake of self-preservation, 
then the powers of the states should be exempt 
from taxation for the same reason: self- 
preservation. Any government subject to the 
control of any other government is at the 
mercy of that government.” * From that time 
on federal taxation of states and their instru- 
mentalities was considered unconstitutional. 
Thru a misapplication of Marshall’s pro- 
nouncement, the tradition was set and few 
remembered that there was, actually, no con- 
stitutional provision. 

In 1905, a federal tax on all persons selling 
intoxicating liquor retail was upheld when ap- 
plied to the state of South Carolina (state 
agents were appointed for the retail sale of 
liquor). The distinction between the consti- 
tutionality and unconstitutionality of a federal 
tax on a state agency was said to depend on 
the function being performed by the govern- 
mental agency. The sale of intoxicating liquor 
was not considered indispensable to the main- 
tenance of a state government. Operation of 
a municipal water works was considered a gov- 
ernmental function and the federal income tax 
could not be applied to an employee of the 
municipal water works.°® 

In a more recent case * the court laid down 
two principles of distinction: activities not es- 
sential to the preservation of state government 
are not immune from taxation by the federal 
government even tho the tax be collected from 
the state treasury; and even tho the activity be 
thought important enough to demand immu- 

2 McCulloch v. Maryland 4 L. Ed. 579. 

3 Collector v. Day 20 L. Ed. 122. 

* South Carolina v. U. S. 50 L. Ed. 261. 


5 Brush v. Commission of Internal Revenue 81 L. Ed. 691. 
* Helvering v. Gerhardt 58 S. Ct. 969. 


nity from a tax upon the state itself it is ; 
necessarily immune from a tax which may 
substantially or entirely absorbed by p: 
persons. 

On the basis of this decision it seems like 
that in the future courts would hold constit 
tional a social security tax on public employe: 


The constitutionality of the employer’s tax fo; 


social security, when the employer is a pub! 


corporation, is more problematic. Since there 


is no constitutional provision for advisory 
dicial opinion the question cannot be answere 
in advance of enactment. Only the courts ca: 
decide and they cannot speak until a test cas 
is taken to them. 


Suggested Solutions 


To meet the various problems a numbe: 


proposals have been made. The four leading 


plans at this time are: (a) the original Wagn: 
proposal of compulsory nationwide social » 
curity coverage of all local and state employees 
(b) the amended Wagner bill exempting are 


where retirement systems exist but requiring 


social security in the “have not” areas; (« 


nationwide voluntary plan leaving all states 
free to adopt social security or to ignore it ; and 
(d) a partly voluntary plan wherein existing 
systems would be exempted but all other areas 


might voluntarily accept the federal progran 

The last two of these alternatives deser 
further discussion. Under a wholly volunta: 
plan each state, acting as a whole thru its legis 
lature or possibly thru each of its instrume: 


talities, would decide whether or not to plac 
local and state employees under the federal 
system. It would be necessary probably fo 
state legislatures to pass enabling legislatio: 


authorizing the compacts which would 


drawn up between the Social Security Board 


and the local or state governments. 
Obviously, any voluntary plan would p: 


cipitate many battles in state legislatures, cit) 
and county councils, and schoolboards. Man) 
existing retirement systems would have to fight 
to protect what they have but undoubtedly the 
strong ones would have little difficulty in avoid 
ing social security. Undoubtedly, some weake' 
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vstems would be replaced by social security 

In areas where there is no old-age protec- 
tion the way would be open for them to obtain 
social security. Unlike the fights for teacher 
retirement the opportunity would be available 
inder the voluntary plan for cooperative action 
by police, firemen, teachers, and other public 
mployees. This united action should be power 
ful enough to produce results in areas where 
social security seems necessary. 

A variation of this nationwide permissive 01 
voluntary plan would be to exempt existing 
systems and, in all other areas, to permit local 
or state governmental units voluntarily to place 
their employees under federal social security. 
This plan also would require contracts between 
the “have not” areas and the Social Security 
Board. Present retirement systems would con 
tinue without molestation. The possible dis 
idvantage of this scheme would be that states 


January 15, 1941 





‘ 


where systems now eNist would find 
cult to add social security to their systems f 
teacher retirement as to substitute it for tl] 
existing plans. It is assumed that som ir 
would want to make some adjustment in « 
to carry both plans 

As this bulleti 
individuals and groups considering the present 


Act and the possibility of its 


goes to press t there ire 
Social Security 


} 


extension. A new bill, probably many difterent 
bills, will be prop sed to the Seventy-Seventh 
Congress. Public hearings will be held and all 
points of view will have opportunity of expres 
sion. The situation is somewhat compli ited by 
the attention being given to various other plans 
such as “ham and eggs,” ‘Townsend, ‘Mankind 
United,” and the General Welfare Act. ‘Uhese 
plans are similar in part; they propose to give 
all citizens old-age pensions with little or no 


direct money contribution from the individual 
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Social and economic principles underlying a 
sound pension system are given, together with a 
review of existing pension systems for professional 
groups. “Free” pensions are scored, contributory 
systems advocated. 


5. SrupeNsKy, PAuL. Teachers’ Pension Systems in 
the United States. New York: D. Appleton 
and Co., 1920. 460 p. 
Contains valuable material on historical develop- 
ment of teacher retirement. 


Public Service Retirement 


6. MosHer, W. E., and Kinostey, J. D. Public 
Personnel Administration. New York: Harper 
and Brothers, 1936. Chapter 22, “Superannu- 
ation and Retirement Systems.” p. 444-67. 


The discussion begins with a historical develop- 
ment of municipal pension systems; purpose, phi- 
losophy, and chief characteristics of pension plans; 
comparison of cash disbursement and actuarial re- 
serve plans; comparison of contributory and non- 
contributory plans; determination of contributions 
and annuities; and the various benefit features. 
At the end of the chapter are listed ten principles 
of a sound retirement system. 


Industrial Retirement 


7. Epstein, ABRAHAM. The Challenge of the Aged. 
New York: Vanguard Press, 1928. 435 p. 


Altho this book was written more than ten 
ago, the philosophy underlying problems of « 
security persists. 


8. Latimer, Murray Wess. Industrial P: 
Systems in the United States and Can 
New York: Industrial Relations Couns 
1932. Volume I, 561 p.; Volume II, 119 


Volume I is divided into two parts. Part | 
scribes the development and terms of indust; 
pension plans; Part II deals with financial, 
arial, and administrative aspects. Volume |] 
cludes a number of references to technical actuari 
treatises, especially those published by the Institu: 
of Actuaries and the Actuarial Society of Am: 


Social Security 


9. DoucLas, PAUL H. Social Security in the Un 
States. New York: McGraw-Hill Book ( 
1936, 384 p. 


Provisions of the federal Social Security Act a 
explained as well as its legislative history 
problems it will meet in the future. 


10. SoctaL Security Boarp. A Brief Reading | 
on the Social Security Act, Including Ref 
ences on the Amendments of 1939. Inforn 
tional Service Circular No. 33. Washingt 
D. C.: the Board, 1939. 12 p. 5¢. 


11. SoctaL Securiry Boarp. Compilation of 
Social Security Laws. Washington, D. (¢ 
Board, 1939. 92 p. 10¢. 


12. SoctaL Security Boarp. How To Calcula 
Benefits under Federal Old-Age and Su 
vivors Insurance. Informational Service Ci 
cular No. 36. Washington, D. C.: the Boa: 
January 1940. 16 p. 


13. SoctaL Security Boarp. Old-Age and Suri 
Insurance for Workers and Their Famili: 
Informational Service Circular No. 35. Was 
ington, D. C.: the Board, January 1940. 1¢ 


14. SoctaL Security Boarp. Social Security Boa 
Regulations No. 3. Federal Old-Age and Su: 
vivors Insurance under Title II of the § 
Security Act as Amended Effective Januar 
1, 1940. Washington, D. C.: the Board, 194 
xii, 116 p. 15¢. 


15. SoctaL Security Boarp. What Is Social § 
curity—A Brief Explanation of the Social S 
curity Act. Informational Service Circular 
1. Washington: the Board, July 1940. 24 | 


16. U. S. Treasury DEPARTMENT, BuREAU OF | 
TERNAL REVENUE. Regulations 106 Relating 
the Employees’ Tax and the Employers’ Ta 
under the Federal Insurance Contribut 
Act. Washington, D. C.: Government Print 
ing Office, 1940. ix, 114 p. 15¢. 


[ 62] 








ee eee 














Se a ee 


OTHER NEA PUBLICATIONS ON RETIREMENT 


Analysis of Local Provisions for Teacher Retirement. Research Bulletin, 
Vol. 18, No. 3; May 1940. 48 p. 25¢. 
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What Does a Sound Teacher 
Retirement System Do? 


1. Protects school children from teachers made in- 
competent by disability or old age. 


. Attracts capable, far-sighted young people into the 
teaching profession. 


. Keeps good teachers in the service. 


Increases health and efficiency of teachers by remov- 
ing worry and fear of a destitute old age. 


. Improves morale in the teaching force by opening 
the paths of promotion and encouraging profes- 
sional growth. 








